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PART I-FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

CIB MARINE BANCSHARES, INC.

(Debtor in Possession)
Consolidated Balance Sheets

Asset:
Cash and cash equivalel
Cash and due from bar
Reverse repurchase securi
Federal funds so
Total cash and cash equivale
Loans held for sale
Securitie available for sal

Loans
Allowance for loan loss:
Net loan:

Premises and equipment,
Accrued interest receival
Foreclosed properti
Assets of companies held for dispc
Other asse
Total asse’
Liabilities and Stockholders’ Equity (Deficit)
Compan' (Debtor inPossession
Pre-petition liabilities nt subject to compromi:
Pos-petition liabilities not subject tccompromis
Subtota
Liabilities subject to compromis
Junior subordinated debentt
Accrued interest payat
Subtota
Total liabilities ofthe Compan (Debtor inFossessior
Deposits
Noninteres-bearing demar
Interes-bearing demar
Saving:
Time
Total deposit:
Shor-term borrowing
Long-term borrowing
Junior subordinated debent.
Accrued interest payat
Liabilities of companies held for dispo
Other labilities
Total liabilities

Stockholders’ Equity (Deficit)
Preferred stock, $1 par value; 5,000,000 sharémenéd, none issu
Common stock, $1 par value; authorized sharesPB@O00; issued shares, 346,442;
outstanding shares, 18,135,395 at September 30,&1018,341,231 at December 31, -
Capital surplu
Accumulated defic
Accumulated other comprehensive loss related tdedole for «ale securitie
Accumulated other comprehensive loss related t-credit othe-thar-temporary
impairment
Accumulated other comprehensive loss
Receivables from sale of stc
Treasury stoclshares at cost; 218,499 at September 30, 200923663Lat December 31, 2(
Total stockholders’ equity (defic
Total liabilities and stockholders’ equ

Septembe 30
2009
(Unaudited)

December 31,

2008

(Dallars in thousands, except share dat

$ 61,060 $ 27,854
— 27,68:
— 1,69¢
61,06C 57,231
5,001 4,777
197,08¢ 28(,452
510,79« 555,207
(20,35¢) (19.243
490,43¢ 535,965
5,19C 5,794
3.25¢ 4,.28¢
1,28¢ 98¢
1,207 98¢
15139 1592¢
$ 779,66 $ 90€,39€
$ 26€ —
381 —
647 —
61,85 —
4533 —
107,18 —
107,831 =
53,96 48,06(
29,18; 34,30¢
122,50; 123,00:
43571 48917
641,36 694,63
13,84 62,80
21,00( 27,00(
— 61,85
1,731 41,37
1,207 1,60¢
2.0€9 2,22
789,05¢ 891,59
18,34¢ 18,34¢
158,701 158,61
(180,399 (151,936
(913! (10,008
(4,609 —
(5,516 (10,008
— (51)
(525) (162)
(9,399 14.80;
$ 779,66: $ 906,39

See accompanying Notes to Unaudited ConsolidateahEial Statements
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CIB MARINE BANCSHARES, INC.
(Debtor in Possession)
Consolidated Statements of Operations
(Unaudited)

Quarter Ended
September 30,

2009

20C8

Nine Months Ended
September 30,

2009

208

(Dollars in thousands, except share and per shareath)
Interest and Dividend Income

Loans $ 6,63C $ 9,257 $ 2087€ $  29,86€
Loans held for sa 6 13 24 17
Securities
Taxable 2,732 3,98C 9,462 12,31z
Tax-exemp 4 8 12 34
Dividends — 6 — 3C
Federal funds so 44 284 21¢ 1,17¢
Total interest andividend incom 9,41€ 13,54¢ 30,592 43,43¢
Interest Expenst¢
Deposit: 4,11C 5232 13,452 17,72¢
Shor-term borrowing 15 57¢ 10¢ 193¢
Long-term borrowing 216 21E 72€ 48¢

Junior subordinated debentt (contractual interenot
recorded of $380 for the quarter and nine-montlieen

September 30, 20) 1,85: 2,193 6,282 6,561
Total interest expen 6,194 8.21¢ 20,57C 26,711
Net interest incon 3,222 5,329 10,02z 16,727
Provision for credit loss: 10,02¢ 10,141 19,23( 19,501
Net interest loss after provision for credit los (6,€07) (4,812) (9,207) (2,774,
Noninterest Income
Loan fee 21 86 11€ 15z
Deposit service charg 247 231 70¢ 744
Other service fer 36 27 96 10C
Other incom: 6 162 9 34¢
Gain on sale of securiti — — 551 —
Net gain on sale of ass and deposi 38 4,15¢ 11¢F 4,18¢
Total noninterest incon 348 4,661 159€ 5,532
Noninterest Expens:
Compensation and employee ben 2,945 4,266 9,95E 13,08C
Equipmen 379 425 1,03¢ 1,551
Occupancy and premis 507 745 1637 2,19¢
Professional servic 1.34¢€ 1,50¢ 3,44C 3,247
Reorganization exper 122 — 122 —
Write down of asse 721 — 1,27: —
Total othe-thar-temporary impairment loss 18¢€ 52E 4354 52t
Portion of losses recognized in other compreherisv@me — — (4,142 —
Net othe-thar-temporary impairment recognized in earn 18€ 52t 21z 52t
Other expen: 1,96C 2,40¢ 5,372 8,893
Total noninterest exper 8,16¢ 9,87¢ 23,05( 29,49
Loss from continuing operations before income t (14,625 (10,030 (30,667) (26,737
Income tax expen (benefit (1) 88 99 10¢
Loss from continuing operation: (14,624 (10,118 (30,760) (26,846
Discontinued Operations
Pretax income from discontinued operat 711 49: 711 49:
Income tax expen — 1,571 — 1,631
Income (0s¢) from discontinued operatio 711 (1,078 711 (1,138
Net los¢ $ (13,613 $ (11,19¢ $ (30,49 $ (27,984
Loss Per Shar
Basic
Loss from continuing operatio $ (081 $ (0.55 $ (1.69) $ (1.46
Discontinued operatiol 0.0 (0.06 0.0 (0.07
Net los: $ 077 $ (0.67) $ (1.65 $ (1.5%)
Diluted:
Loss from continuing operatio $ (081 $ (0.55 $ (1.69) $ (1.46
Discontinued operatiol 0.0 (0.06 0.0 (0.07
Net los: $ 077 $ (0.6]) $ (1.65 $ (1.5%)
Weighted average sha-basic 18127,943 18,333,77 18247,82€ 18,333,77
Weighted average sha-dilutec 18.127,94: 18,333,77 18247,82€ 18,333,77

See accompanying Notes to Unaudited ConsolidateahEial Statements
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CIB MARINE BANCSHARES, INC.
(Debtor in Possession)
Consolidated Statements of Stockholders’ Equity (Cfit)

Accumulated

Other Stock
Common Stock Capital Accumulated Comprehensive Receivables and
Shares Par Value Surplus Deficit Income (Loss) Treasury Stock Total
(Dollars in thousands, except share dat
Balance, December 31, 201 18,34644 ¢ 18.34¢ $ 158,39t $ (117,537 $ 1,38: $ (283, $  60,30¢
Comprehensive los
Net los: — — — (27,989 — — (27,989
Other comprehensive lo
Unrealized securities holdir
losses arising during the per — — — — (6,643 — (6,643
Total comprehensive lo (34,627)
Stock option expen — — 176 — — — 176
Reductiolin receivables from sale
stock — — — — — 7C 70
Balance,Septembe 30, 200¢
(unaudited) 18346442 $ 18346 $ 158,574% (145,52} $ (5,261) $ (213 $ 25,925
Balance, December 31, 201 18,34644 ¢ 18,34t $ 158,61 ¢ (151,936 $ (10,008 $ (213 $ 14,80:
Cumulative effect of adoption ASC
320-10-65-65-11) — — — 1,590 (1,590) — —
Adjusted Balanceat beginning of
period 18,346,444 $ 1834t $ 158,61: ¢ (150,34f) $ (11,598 $ (219) $  14,80:
Comprehensive los
Net los: — — — (30,049) — — (30,049
Other comprehensivoss:
Unrealized securities holdir
gains arising during the period — — — — 5,631 — 5,631
Realized gains due to sale
available for sale securiti — — — — 551 — 551
Total comprehensive lo (23,967)
Stock option expen — — 87 — — — 87
Purchase 205,836 shs from ESOF — — — — — (367, (367,
Reduction in receivables from sale
stock — — — — — 51 51
Balance,Septembe 30, 200¢
(unaudited) 1834644 $ 1834t $ 15870C $ (180,39%) $ (5,516) $ (529 § (9.204)

(1) See Note 6-Securities Available for Sale for addii information on CIB Marine’s adoption of ASC(B20-65-65-1 as of January 1,

2009.

See accompanying Notes to Unaudited ConsolidateahEial Statements
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CIB MARINE BANCSHARES, INC.
(Debtor in Possession)
Consolidated Statements of Cash Flows

(Unaudited)
Nine Months Endec
September 30,
2009 2008
(Dollars in thousands
Cash Flows from Operating Activities
Net loss from continuing operatic $ (30,76 % (26,84¢€)
Netincome loss) from discontinued operatio 711 (1,13¢)
Net los: (30,(49 (27,989
Adjustments to reconcile netss to net cash provided by (used in) operatingides:
Deferred loan fee amortizati (40 (275)
Depreciation and other amortization and accr (275) 331
Provision for credit loss: 19,230 19,501
Net gain on sale of ass and deposi (115 (4,18¢)
Gain on sale of securiti (55)) —
Write down « asset 1,27: —
Net othe-thar-temporary impairment recognized in earn 21z 52t
Originations of loans held for si (11,764 (2,93¢)
Proceeds from sale of loans held for 11,64€ 2,601
Reorganization iten 647 —
Decrease in accrued interest receivable and osiset 463 3,900
Increase in other accrued interest payable and bdbdities 6,169 8,457
Operating cash flows of discontinued operai (711) 2.27¢
Net castprovided by used i1) operating activitie (3,865) 2,21¢
Cash Flows from Investing Activities
Maturities of securities available for s 28,17: 55,60¢
Purchase of securities available for (9,648 (41,825
Proceeds from ses of securities available for s 13,30¢ —
Repayments of as-backed and mortga-backed securities available for ¢ 58,83¢ 35,26:
Purchase of as«-backed and mortga-backed securities available for ¢ — (36,354
Net increase in Federaome Loan and Federal Reserve Bank st — (598)
Net decrease in other investme 80 40
Net decrease (increase) in lo 25,405 (43,616
Proceeds from sale of foreclosed prope 21¢ 72E
Proceeds from sale of branc — 41,03¢
Premises ed equipment dispos: 15 32
Premises and equipment expendit 87) (197)
Investing cash flows of discontinued operat — (221)
Net cash provided by investing activit 11€,304 9,89«
Cash Flows from Financing Activities
Increase (derease) in depos (53,33)) 24,90«
Net (decrease) increase in s-term borrowing (48,963) 2,64%
Deposits soldnet of $3.0 million of cash deposit premi) — (83,704
Increase (repayments) of Ic-term borrowing (6,000 15,00(
Purchase ofreasury stoc (367) —
Decrease in receivables from sale of s 51 —
Net cash used in financing activit (10€,610) (41,157
Net increase (decrease) in cash and cash equis 3,829 (29,045
Cash and cash equivalents, beginning of pr 57,23: 74,84:
Cash and cash equivalents, end of pt $ 61060 $ 45,79¢
Supplemental Cash Flow Informatior
Cash paid (received) during the period
Interest expens-continuing operatior $ 14884  $ 20,71¢
Income taxe — (1,434
Supplemental Disclosures of Noncash Activitit
Transfer of loans to foreclosed propet 934 40t
Transfer of loans to loans held for ¢ — 4,01(
Fair value of equity stock received in conjunctwith sale of branch depos — 95t

See accompanying Notes to Unaudited ConsolidateahEial Statements
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CIB MARINE BANCSHARES, INC.
Notes to Unaudited Consolidated Financial Statemest

Note 1-Basis of Presentation

The accompanying unaudited consolidated financtatements have been prepared in accordance with
accounting principles generally accepted (“GAARf)the United States (“U.S.”) for interim financiaformation.
Certain information and footnote disclosures haeerbomitted or abbreviated. These unaudited cafegeli
financial statements should be read in conjunctigth CIB Marine Bancshares, Inc.’s (“CIB Marine” dhe
“Company”) 2008 Annual Report on Form 10-K (“2008rf 10-K”). In the opinion of management, the uritad
consolidated financial statements included in Bosm 10-Q reflect all adjustments necessary togmtefirly CIB
Marine’s financial condition, results of operatioagd cash flows. In preparation of these statemants in
accordance with Financial Accounting Standards 8¢4fASB”) Accounting Standards Codification (“ASX855
(“ASC 855-10") (see New Accounting Pronouncememtiow), CIB Marine has reviewed and evaluated sultseq
events through the date this Form 10-Q was fildte flesults of operations for the quarter and nioaths ended
September 30, 2009 are not necessarily indicativeesults for the entire year. The consolidatedarficial
statements include the accounts of CIB Marine asdvholly-owned and majority-owned subsidiariegluding
companies which are held for disposal. All sigrdficintercompany balances and transactions haveddiesinated.

The preparation of financial statements in confoymiith U.S. GAAP requires management to make et
and assumptions that affect the reported amounéss¥ts and liabilities including the allowance lfeans losses,
valuation of investments and impairment, if anyd aisclosure of contingent assets and liabilitietha date of the
financial statements and reported amounts of rea®mnd expenses during the reporting period. Acesults
could differ from those estimates. Estimates usethé preparation of the consolidated financiatesteents are
based on various factors, including the currentregt rate environment, value of collateral seguioans and
investments, assessed probabilities of default ligors in loans and investment securities, recgailes of
investments in the marketplace and both local amibmal economic conditions. Changes in these faatan
significantly affect CIB Marine’s results of operats and the value of its recorded assets anditiabi

Assets and liabilities of companies held for digpaze carried at the lower of cost or current failue, less
estimated selling costs and the aggregate assgtiahilities are shown as separate categoriedherconsolidated
balance sheets. The net income or loss of compaitieh meet the criteria as discontinued operatamesincluded
in income from discontinued operations for all pdd presented. All intercompany balances and tcéinss have
been eliminated in the assets and liabilities ahpanies held for disposal and net income or lag® filiscontinued
operations as presented on the consolidated fiabsieitements.

CIB Marine has determined it has one reportabldicoimg business segment. CIB Marine, through ttemth
network of its subsidiary bank, CIBM Bank (the “B&) provides a broad range of financial servicebtisinesses
and individuals in lllinois, Wisconsin, Indiana aAdizona. These services include commercial andilrégnding
and accepting deposits.

As discussed in Note-Rrepackaged Plan of Reorganization Pursuant to Chdptesf the Bankruptcy Code,
CIB Marine has filed a pre-packaged Plan of Reamgdion and also filed as Current Report on Forid 8ated
November 5, 2009 (the “Plan”) under Chapter 1lhefWnited States Bankruptcy Code (“Chapter 11")SBAASC
852 Reorganizations, which is applicable to companies operating urCleapter 11, generally does not change the
manner in which financial statements are prepdtesvever, ASC 852 does require that the financitieshents for
periods subsequent to the filing of a Chapter 1fitipe distinguish transactions and events that directly
associated with the reorganization from the ongaipgrations of the business, as well as additidisllosures.
CIB Marine is the sole debtor in the bankruptcyeca&/here the term “Company,” “CIB Marine” or “Debtds
used in this Form 10-Q to describe any bankrupgtated events, such reference only describes egéfetding the
Company and not the Bank or any other subsidiary.

CIB Marine adopted ASC 852 for its debtor financ&htements effective September 15, 2009 (thertrili
Date”) and prepared its financial statements iroetance with the requirements of ASC 852. The wetiring of
the Company will have no direct impact on the oflena of the Bank, which is regulated separatetyrfrthe
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Company by both federal and state regulators anose/laccounts are insured by the FDIC. Revenuegnsgp,
realized gains and losses and provisions for lofisas can be directly associated with the reorgaitn are
reported separately as reorganization items in @GABrine’'s statements of operations. The balance tshee
distinguishes pre-petition liabilities subject ngpromise both from those pre-petition liabilittbat are not subject

to compromise and from post-petition liabilitiesahilities that may be affected by the Plan areoreg at the
amounts expected to be allowed by the United SBs#edkruptcy Court for the Eastern District of Wissm (the
“Bankruptcy Court”), although they may ultimatelg bettled for different amounts. In addition, cpsbvided by or
used for reorganization items is disclosed seplgrateCIB Marine’s statement of cash flows. See &8tCompany
Financial Statements (Debtor Financials) for furtheformation about CIB Marine’s financial statenhen
presentation under ASC 852.

As a result of CIB Marine’s inability to make thequired payments on its junior subordinated delveatu
(“Debentures”), as further discussed in Note 124fatition Debt (Junior Subordinated Debentureshticoed
losses, and in consideration of existing regulatoafters, as also stated in the 2008 Form 10-Kettsesubstantial
doubt about CIB Marine’s ability to continue as @ing concern. CIB Marine’s financial statements éndeen
prepared on a going concern basis, which contesplite realization of assets and satisfactionabiflities in the
normal course of business. CIB Marine’s abilitynteet its obligations as they come due is substhntiapendent
on the successful execution of its capital platimed in its 2007 Annual Report on Form 10-K (tt2907 Form 10-
K”) and updated in the 2008 Form 10-K and the Camyjsaemergence from bankruptcy reorganization. thee
“Liquidity and Capital Plan Update” later in thigifn 10-Q for a further update on the capital parB Marine’s
interim financial statements do not include anyuatipents that may be necessary should its capiaal lpe
unsuccessful.

New Accounting Pronouncements

On July 1, 2009, the FASB issued the ASC which trec#éhe single source of authoritative nongovernalent
U.S. GAAP. The ASC, which became effective in thiedt quarter of 2009, did not have a material ficiahimpact
on CIB Marine’s financial statements as the statemeas not intended to change GAAP, but ratherhange
references in financial statements and accountifigies.

In September 2006, FASB issued a standard, ASC 20 Value Measurements and Disclosures, which
established a single authoritative definition of falue, set out a framework for measuring failueaand provided
a hierarchal disclosure framework for assets aaldiliiies measured at fair value. In 2008, CIB Maripartially
adopted ASC 820-10-65 with respect to financiabtssand liabilities and elected to defer adoptibA®C 820-10-
65 on assets and liabilities that met the critefiASC 820-10-15. ASC 820-10-15 allowed deferrah&C 820-10-
65 with respect to nonfinancial assets and liabdinot measured at fair value on an ongoing limgisubject to fair
value adjustments in certain circumstances (formple, assets that have been deemed to be impabadhg the
first quarter of 2009, CIB Marine adopted ASC 8ZB&b with respect to assets and liabilities thal heet the
deferral criteria of ASC 820-10-15. These inclufieclosed properties and assets and liabilitieaipanies held
for disposal. The adoption of ASC 820-10-65 witbpect to nonrecurring, nonfinancial assets andlitias did not
have a material impact on CIB Marine’'s consolidafiedncial statements. See Note 4-Fair Value ofakaial
Instruments for ASC 820-10-65 disclosures.

In April 2009, the FASB issued an amendment to A2C Investments-Debt and Equity Securities and to ASC
820 Fair Value Measurements and Disclosures. CIB Marine elected early adoption of ASC 320-B)#nd, as
discussed above, ASC 820-10-65 in the first quarte2009. See Note 6-Securities Available for Salefurther
information of ASC 320-10-65.

Also in April 2009, the FASB issued an amendmemA &L 825Financial Instruments. This amended statement
requires disclosures about fair value of finangiatruments in all interim financial statementsaagl as in annual
financial statements. See Note 4-Fair Value of ki Instruments for additional disclosure requoiemts
regarding fair value.

The FASB, through an amendment to ASC 820-10-6f ptovided guidance on determining fair value when
there is no active market or where the price inpeisig used represent distressed sales. Based @uitiance of
this standard, if an entity determines that thell®f activity for an asset or liability has sigodntly decreased and
that a transaction is not orderly, further analysistransactions or quoted prices is needed andymfisant
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adjustment to the transaction or quoted prices beagecessary to estimate fair value in accordaritteA%C 820-
10-15. Adoption of ASC 820-10-65 in the first quarbf 2009 did not have a material impact on ClBrills
consolidated financial statements.

The FASB also amended ASC 3R@estments-Debt and Equity Securities which applies to investments in debt
securities for which other-than-temporary impairtse(fOTTI”) may be recorded. If an entity's managarh
asserts that it does not have the intent to sadild security and it is more likely than not thawill not have to sell
the security before recovery of its cost basisy e entity may separate OTTI into two compongifsthe amount
related to credit losses (recorded in earningsy &2) all other amounts (recorded in accumulatederot
comprehensive income (“AOCI")). During the perioflagloption of ASC 320-10-65, management is requiced
separately identify whether OTTI charges recognineukeriods prior to adoption on securities helthat beginning
of the period of adoption were related to creddsks or other non-credit factors at the measurewteet of
impairment. Upon adoption, the cumulative effectaofy previously recorded OTTI losses related to-credlit
factors are recognized as an adjustment to theimgpdalance of retained earnings with a correspanddjustment
to AOCI. During 2008, CIB Marine recognized $1.8limnh in OTTI losses on debt securities held atuag 1,
2009 (the beginning of the period of adoption of thSC 320-10-65). Management determined, basechen t
present value of expected cash flows in accordariteapplicable guidance, that $1.6 million of th&.8 million
previously recognized OTTI losses related to naditrfactors. CIB Marine does not intend to sedisd impaired
securities and it is not more likely than not tGdB Marine will be required to sell these secustlefore recovery
of the amortized cost basis of each of these geurAccordingly, the cumulative effect of adogtiASC 320-10-
65 during the first quarter of 2009 was a $1.6 ionllreduction to the January 1, 2009 accumulatéitideith a
$1.6 million increase to accumulated other compmsive losses.

In May 2009, the FASB issued an amendment to ASESBbsequent Events, setting forth the period after the
balance sheet date during which management shaluae events or transactions that may occur féergial
recognition or disclosure in the financial statetsgand the circumstances under which entitied sbabgnize such
events after the balance sheet date in its finhatagéements. Adoption of this standard and theired disclosures
did not have a material impact on CIB Marine’'s aditated financial statements. In preparation esthfinancial
statements and in accordance with ASC 855-10, C#Bifd has reviewed and evaluated subsequent etheotgh
the date this Form 10-Q was filed.

Note 2-Pre-packaged Plan of Reorganization Pursuand Chapter 11 of the Bankruptcy Code

CIB Marine is the sole debtor in the bankruptcyeca¥here the term “Company,” “CIB Marine” or “Delvtas
used in this Form 10-Q to describe any bankrupgtated events, such reference only describes egéfetding the
Company and not the Bank or any other subsidiary.

On September 15, 2009, the requisite beneficialevsviof CIB Marine’s trust preferred securiti€$ruPS”)
gave approval to the Plan which paved the wayHferGompany to file the Plan in Bankruptcy Court4€alo. 09-
33318) under Chapter 11 of the Bankruptcy Code.réktucturing of the Company pursuant to the Rldinhave
no direct impact on the operations of the Bank,clwhis regulated separately from the Company by fexdbral and
state regulators and whose accounts are insureldeblyDIC. The Company continues to operate itsrass as a
“debtor in possession” under the jurisdiction angesvision of the Bankruptcy Court. CIB Marine isntinuing
normal business operations during the bankruptoggss and continues to take steps to reduce dnstease
revenue, and resolve loan credit issues with thention of making, CIB Marine a stronger and moiable
company upon emergence from bankruptcy. The dieffeicts of the Plan on CIB Marine will be to impeov
earnings by eliminating the interest burden assediavith its TruPS-related indebtedness, and toifsigntly
improve the capital position at the Company.

On September 16, 2009, the Bankruptcy Court appramertain first-day motions in the Chapter 11 case
including, without limitation, orders authorizinpg process of payment of suppliers, professionats certain
operating expenses.

Plan of Reorganization

The primary purpose of the Plan is to effectuatertstructuring and substantial de-leveraging & Mrine’s
capital structure and to enhance its regulatorytalposition. The Plan will allow CIB Marine to ntnue its
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businesses in the ordinary course and providefufiopayment of allowed unsecured claims as defimethe Plan.
The funds expected to be generated by CIB Marioparations will not be sufficient to meet its delgtrvice
requirements and satisfy its debt obligations wittthis restructuring.

Under the Plan, approximately $107.2 million of euative high-interest indebtedness of the TruPS ksl
exchanged for 55,624 shares of Series A 7% fixezl peeferred noncumulative perpetual stock withadesl value
of $1,000 per share (“Series A Preferred”) and @,8fares of Series B 7% fixed rate convertible nondative
perpetual preferred stock with a stated value gd@1 per share (“Series B Preferred” and togethidr &eries A
Preferred, “CIB Marine Preferred”). Each share efi& B Preferred is convertible into 4,000 shafeSIB Marine
common stock only upon the consummation of a mergesaction involving CIB Marine where CIB Marirgenot
the surviving entity. CIB Marine Preferred will hmwo stated redemption date and the holders willhage the
right to compel the redemption of any or all of gfares. Further, dividends are noncumulative aydige only to
the extent CIB Marine declared a dividend, at issiktion and subject to regulatory approval.

In connection with developing the Plan, CIB Mariewiewed its current business operations and cosalpiés
prospects as an ongoing business enterprise watlestimated recoveries of claims and equity interesvarious
liquidation scenarios. As a result, CIB Marine doded that the recovery for holders of allowedmsiand equity
interests as defined in the Plan would be maximizgdcontinuing to operate as a going concern. Cl&iMe
believes that its businesses and assets haveis@gnialue that would not be realized in liquidati either in whole
or in substantial part. Consistent with the liqtioia analysis included in the Plan, the value d8 Glarine’s assets
would be considerably greater if CIB Marine opesais a going concern instead of liquidating.

Continuation as a Going Concern

CIB Marine’s financial statements have been preparea going-concern basis, which contemplatesraaity
of operations, realization of assets and liquidetib liabilities in the ordinary course of busine8s a result of the
Company bankruptcy filing, such realization of assend liquidation of liabilities is subject to wmtainty. While
the Company operates as a debtor in possessiom thre@@rotection of Chapter 11 of the Bankruptcyd€othe
Company may sell or otherwise dispose of assetslignitlate or settle liabilities for amounts othbian those
recorded in its financial statements, subject takBaptcy Court approval or as otherwise permittethie ordinary
course of business. CIB Marine’s financial statetmess of September 30, 2009 do not give effectllitdha
adjustments to the carrying value of assets arillitias that may become necessary as a consequantie
Company’s reorganization.

CIB Marine’s continuation as a going concern istoaent upon its ability to manage to the exterggiae the
Risk Factors outlined in Part Il, Item 1A of thiorfm 10-Q. Although steps are being taken to achitbese
objectives, there is no assurance that succespevichieved or that any measures that are actéewdbresult in
sufficient improvement to CIB Marine’s financial giton. Accordingly, there is substantial doubt ab&IB
Marine’s ability to continue as a going concern.

Liabilities Subject to Compromise

As required by ASC 825, the Company has recorddulliy amounts for the claims that can be reashnab
estimated and which CIB Marine believes are prababbeing allowed by the Bankruptcy Court. Liais subject
to compromise may change due to reclassificatisatlements or reorganization activities that gise to new
claims or increases in existing claims. Liabilitissbject to compromise in the consolidated balastoeet at
September 30, 2009 of $107.2 million consistedrofgipal on the Debentures of $61.9 million andraed interest
on those borrowings of $45.3 million.

As of the Filing Date, CIB Marine discontinued regiog additional interest expense on the Debenti®esa
consolidated basis, contractual interest that vedigetorded as interest expense amounted to $0idmfor both
the quarter and the nine month period ended Septe&th 2009.

Reorganization Iltems

Professional advisory fees and other costs direalgociated with the Plan are reported separately a
reorganization expense pursuant to ASC 825. Reima@iion items may also include provisions and adj@sts to
record the carrying value of certain pre-petiti@bilities at their estimated allowable claim amtsuas a result of
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the Company’s bankruptcy proceedings. For bothgtleter and the nine-month periods ended Septedth&009,
$0.1 million of professional fees associated whth Bankruptcy have been recorded in the statenoéiserations.
No reorganization expenses were incurred in 2008.

Bankruptcy Reporting Requirements

The Company began to submit monthly operating tsptar the Bankruptcy Court in October 2009. These
monthly reports are prepared according to the requénts of federal bankruptcy law. While CIB Maripeieves
that these reports will provide then-current infation required under federal bankruptcy law, thélwonetheless
be unconsolidated, unaudited, prepared in a fodiffatrent from that used in CIB Marine’s consoliédtfinancial
statements filed under the securities laws and avéyel prepared for the unconsolidated holding compary.
Accordingly, CIB Marine believes that the substarme format of the materials will not allow mearfing
comparison with its regular publicly disclosed aalitated financial statements. Moreover, the matefiiled with
the Bankruptcy Court will not be prepared for thegmse of providing a basis for an investment degiselating to
CIB Marine’s securities or for comparison with atlimancial information filed with the Securitiesd Exchange
Commission.

Additional information on the Chapter 11 filingasailable athttp://www.cibm-reorgdocs.com

Note 3-Company Financial Statements (Debtor Finanals)
The unaudited unconsolidated condensed finan@tdsients of the Company only, are presented asvsll

Condensed Balance Sheets
(Debtor in Possession)

September 3CDecember 31

200¢ 200¢
(Unaudited)
(Dollars in thousands

Assett
Cash and due from affiliated bar $ 35271 $ 13,237
Investments in subsidiari 90,03 99,89«
Loans to subsidiarit 604 604
Premises anequipment, ne 294 51z
Investment in subsidiaries held for dispt 24 (687)
Other investmen 851 88t
Income tax receivab 358 78¢
Other asse 1,881 1,871

Total asse’ $ 98442 $  117,10!
Liabilities
Pre-petition liabilities not sulect to compromis $ 26€ $ —
Pos-petition liabilities not subject to compromi 381 —

Total 647 —
Liabilities subject to compromis

Junior subordinated debentt 61,85: —

Accrued interespayableon junior subordinated debentt 45,232 —

Total liabilities subject to compromi 107,18¢ —
Loans to subsidiari-subscribed stoc — 51
Accrued interest payal on junior subordinated debentt — 39,09(
Junior subordinated debentt — 61,851
Other liabilities — 1,30¢

Totalliabilities 107,83€ 102,30¢
Stockholders’ Equity (Deficit)
Preferred stock, $1 par value; 5,000,000 sharémemréd, none issu — —
Common stock, $1 par value; authorized sharesP8MO00; issued shares, 18,346,442; outstandings)

18,135,395 at September 30, 2009 and 18,341, 23g¢c@mber 31, 2008 18,346 18,346
Capital surplu 15870C 158,61:
Accumulated defic (180,295) (151,936
Accumulated other comprehensive loss (5,51€) (10,008
Receivables from sale of stc — (51)
Treasury stock shares at cost; 218,499 at Septe3fh@009 and 12,663 at December 31, : (52¢9) (162)

Total stockholders’ equi (deficit) (9,294) 14,80:
Total liabilities and stockholders’ equ (deficit) $ 98442 $ 117,10
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Condensed Statements of Operations (Unaudited)
(Debtor in Possession)

Quarter Ended Nine Months Endec
September 3C September 3(C
2009 200¢ 2009 20e8

(Dollars in thousands
Interest and Dividend Income
Dividends from subsidiari $ — 3 — 3 — 3 —
68 23 29¢€

Loan and other interest from subsidia 7
Total interest and dividend incol 7 68 23 29¢€
Interest Expense
Junior subordinated debentt (contractual interesnot recordecof $380 for
the quarter and nine months ended September 30) 200 1,853 2,193 6,283 6,561
Total interest expen 1,852 2,193 6,282 6,561
Net interest los (1,846, (2,125 (6,260) (6,265)
Noninterest income (loss!
Equity in undistributed loss of subsidial (9,989 (6,944 (18,43€) (14,970
Fees from subsidiari — 1,20& 1,541 3,96(
Other incom 1 45¢ 2 581
Total noninteresloss (9,682) (5,28)) (16,€93) (10,429,
Noninterest expens
Compensation and employee ben 7 1,645 2,84¢ 5,323
Equipmen 67 117 23€ 37t
Occupancy and premis 6 14¢ 20¢ A47E
Professional servic 1,057 99¢ 2257 1,88¢
Reorganization expen 12z — 122 —
Write downof asset 711 79 82z 78
Othel 214 807 68C 4,369
Total noninterst expens 2,18¢ 3,790 7,17t 12,50¢
Loss before income tax (14,C12 (11,196 (30,228) (29,200
Income taxbenefi (99) — (279, (1,216)
Net los $ (13¢€13) $ (11,196 $ (3049 $ (27,984

Condensed Statement of Cash Flows (Unaudited)
(Debtor in Possession)

Nine Months Ended
Septembe 30,
2009 20e8
(Dollars in thousands

Cash Flows from Operating Activities

Net los: $ (30,49 $ (27,989
Adjustments to reconcile net loss to net cash pexvby (used ) operating activitie:
Equity in undistributed loss of subsidial 18,43€ 14,97(
Depreciation and amortizati 151 23z
Write downof asset 822 78
Deferred tax bene — (3,297
Reorganization items, net of payme 647 —
Decreise in interest receivable and other a: (4,22)) (3,454
Increase in interest payable junior subordinatdzbdeire 6,242 6,51¢
Increasedecrease) in other interest payable and otherilial (657, 6,95(
Net cash used in operating wities (8,629) (5,986
Cash Flows from Investing Activities
Net (increase) decrease in lo (51) 4
Capital expenditurt 3) (29)
Increasedecrease) in investment in subsidiaries held fquatia (711 1,18¢
Net cash (used in) prided by investing activitie (765) 1,16¢
Cash Flows from Financing Activities
Purchase of treasury stc (367, —
Reduction in receivable from the sale of s 51 —
Net cash used in financing activit (316 —
Net decrease in ca and cash equivaler (9,710 (4,822
Cash and cash equivalents, beginninperioc 13,237 25,74
Cash and cash equivalents, enperioc $ 352 $ 20,92¢

Note 4-Fair Value of Financial Instruments
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The following table presents information about QVRrine’s assets and liabilities measured at falue/an a
recurring basis as of September 30, 2009, andateiicthe fair value hierarchy of the valuation teghes used to
determine such fair value. In general, fair valdetermined by Level 1 inputs use quoted prices djuséed) in
active markets for identical assets or liabilitibat CIB Marine has the ability to access. Faiuealdetermined by
Level 2 inputs use inputs other than quoted pricelided in Level 1 that are observable for theetass liability,
either directly or indirectly. Level 2 inputs incle quoted prices for similar assets and liabilireactive markets,
quoted prices for identical or similar assets abilities in markets where there are few transastiand inputs other
than quoted prices that are observable for thet agskability, such as interest rates and yieldvess that are
observable at commonly quoted intervals. Level @uta are unobservable inputs for the asset orlitiatzind
include situations where there is little, if anyamket activity for the asset or liability.

Fair Value for Measurements Made on a Recurring Bsis

Quoted Prices in Significant
Active Markets for  Significant Other Unobservable

Identical Assets ~ Observable Inputs Inputs

Description September 30, 2009 (Level 1) (Level 2) (Level 3)
(Dollars in thousands)

Assets
Available for sale securities $197,085 $— $192,781 $4,304
Loans held for sale 4,821 — 4,821 —
Interest rate lock commitments 5 — 5 —
Total $201,911 $— $197,607 $4,304
Liabilities
OTC written options $ 5 $— $ 5 $—
Mortgage forward sale agreements 4 — 4 —
Total $ 9 $— $ 9 $—

The following table presents information about QRrine’s assets and liabilities measured at faloean a
non-recurring basis as of September 30, 2009 afidates the fair value hierarchy of the valuatiechiniques used
to determine such fair value, as defined by ASG-824®55.

Fair Value for Measurements Made on a NonrecurringBasis

Quoted Prices in Significant Total Gains
Active Markets Significant Other ~ Unobservable (Losses) in
for Identical Observable Inputs Inputs Third Quarter
Description September 30, 2009  Assets (Level 1) (Level 2) (Level 3) 2009
(Dollars in thousands

Impaired loans (1) $21,544 $— $21,544 $— $(1,857)
Foreclosed properties 1,285 — 1,285 — (1)
Other equity investmer 65 — — 65 —
Total $22,894 $— $22,829 $65 $(1,858)

(1) Impaired loans gains (losses) in the periatlitie only those attributable to the loans reprieskat fair value measurements for September
30, 2009. Total impaired loans at September 309 2@€re $46.6 million.

The following table presents a rollforward for thearter and nine months ended September 30, 20G8ir o
values measured on a recurring basis using signifisnobservable inputs (Level 3).

Fair Values Measured on a Recurring Basis with Sigficant Unobservable Inputs (Level 3)

September 30, 2009
Quarter ended Nine months ended
(dollars in thousands)

Available for Sale Securities(1)

Beginning of period balance $ 3,983 $ 3,254
Total gains or losses (realized/unrealized)
Included in earnings (or changes in net assets) (67) (67)
Included in other comprehensive income 395 1,146
Purchases, issuances and settlements (7) (29)
Transfers in and/or out of Level 3 — —
Balance at September 30, 2009 $ 4,304 $ 4,304

The amount of total gains or losses for the penctlded in earnings (or changes in net
assets) attributable to the change in unrealizedsga losses relating to assets still held at
September 30, 20 $ 32¢ $ 1,07¢
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(1) Structured debt obligations collateralized by pdaleuPS in Other Notes and Bonds.

Gains and losses (realized and unrealized), indludearnings (or changes in net assets) for the months
ended September 30, 2009 (above) are reporteddmyy revenues and in other revenues as follows:

Trading Revenues Other Revenues
(Dollars in thousands)
Total gains or losses in earnings (or changestiaseets) for the period (above) $ — $ (67)
Change in unrealized gains or losses relatingsetastill held at reporting date $ — $ 48,1

The following section describes the valuation mdthogies used to measure recurring financial imsénts at
fair value, including the classification of relatexdcing inputs.

Securities Available-for-Sale Where quoted market prices are available fronmvagatiarkets with high volumes
of frequent trades for identical securities, theusigy is presented as a Level 1 input securityesSehwould include
predominantly U.S. Treasury Bills, Notes and Bondsd certain mortgage-backed and government agency
securities. Securities classified under Level 2itapnclude those where quoted market prices aagadple from an
inactive market, where quoted market prices ardlabla from an active market of similar but not tieal
securities, where pricing models use the U.S. Tmgasr U.S. dollar LIBOR swap yield curves, wherarket
quoted volatilities are used, and where correlatetharket corroborated inputs are used such aspmegnt speeds,
expected default and loss severity rates. Secaintigh predominantly Level 2 inputs include U.Svgmment
agency and government sponsored enterprise isgoedtses and mortgage-backed securities, cer@ipotate or
foreign sovereign debt securities, private issuetgage-backed securities, other asset-backed #esurequity
securities with quoted market prices but low oreqgfient trades and debt obligations of states aiticpl
subdivisions. Where Level 1 or Level 2 inputs dtleex not available, or are significantly adjusttte securities are
classified under Level 3 inputs. The availabledate securities using Level 3 inputs were poolatP® with fair
values measured using predominantly the incomeatialu approach (present value technique), whereazd
future cash flows less expected losses were disedursing a discount rate consisting of benchmatdrést rates
plus credit, liquidity and option premium spreadsni similar and comparable, but not identical, t/mé debt
instruments and from models. The credit and ligyigremium spreads used in the discount rates lamctitedit
factors used in deriving cash flows represent figanit unobservable inputs.

Interest Rate Lock Commitments, OTC Written Options and Mortgage Forward Sale Agreements.
Together referred to as “Interest Rate DerivatiViigse instruments’ fair values are based on L&wgloted prices
for similar transactions. The Interest Rate Deiiet reported are all related to the residentiaftgage activity of
CIB Marine. Interest Rate Lock Commitments are agrents with customers to originate residential gagé
loans at agreed upon interest rates. OTC Writtetio®p represent CIB Marine’s agreement with a cerparty to
deliver each respective loan agreed to under ardsit Rate Lock Commitment at a set price if ttanloloses as
agreed and within an agreed time period, and Mgeggorward Sale Agreements represent CIB Marine’s
agreement to deliver each respective closed loalemsted in loans held for sale within the agréete period.
Credit risk is minimal due to the combination dfatevely low level of activity, the short-term na&uof the Interest
Rate Derivatives and the credit worthiness of thenterparty. The carrying value of the InteresteRaerivatives
are reported in Other Assets and Other Liabilibesthe Consolidated Balance Sheet, and gains as®doare
recorded in Other Income of the Consolidated Stateérmf Operations. The Notional Amounts are regbrtéhin
this Note.

Impaired Loans. Impaired loans often, but not always, have angiinmpent loss. Impairment losses are included
in the allowance for loan losses. The impairmess lis based on a Level 2 quoted market price inputiéscounted
cash flow analysis, or a fair value estimate of ¢bbateral using Level 2 inputs, including printarihe appraised
value of the real estate with certain other madcetelated or corroborated information. The failueaof impaired
loans represented in the fair value table includel/ those loans with an impairment loss and whibrat
impairment loss was determined based upon a faiewestimate of the collateral.

Foreclosed Properties Foreclosed property fair value estimates are igealusing Level 2 inputs, including
primarily the appraised value of the real estatié wertain other market correlated or corroboratéatmation.

Other Equity Investments. Other equity investments are those equity investmeepresented in Other Assets
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on the Consolidated Balance Sheet and Note 9-Qtbgets that are carried at market value whenbilsw CIB
Marine’s cost. The fair value is estimated usingdle3 inputs based primarily on an estimate of GABrine’s
respective ownership share in the net worth oftfitéy.

The table below summarizes the information requinedSC 825-10-65.

Financial asset

Septembe 30, 200!

Carrying Estimated
Amount Fair Value

(Dollars in thousands

Cash and cash equivale $61,057 $61,057
Loans held for sa 5,001 5,001
Securitie 197,08t 197,08t
Loans, ne 490,43t 492,43¢
Federal Home Loan Barand other equity invesents® 1162C 1162C
Accrued interest receival 3,258 3,258
Financial liabilities

Deposit: 641,36< 646,99:
Shor-term borrowing 13842 13,845
Long-term borrowing 21,00 21,686
Liabilities subject to compromi (2) 107,18¢

Accrued interest payat 1,20i 1,207

Off-balance sheet iten
Commitments to extend cre
Standby letters of cres
Interest ratderivatives

Financial asset

Septembe 30, 200!

Contractual
or Notional  Carrying  Estimated
Amount Amount _Fair Value

(Dollars in thousands
$ 44706 $ 5 $ 5

2,147 ) (3
2444 9) 9)

December 31, 20C

Carrying Estimated
Amount Fair Value

(Dollars in thousands

Cash and cash equivale $57,23: $57,23:
Loans held for sa 4,771 4,771
Securitie 280,45: 280,45:
Loans, ne 535,96! 533,91
Federal Home Loan Barand other equity investmer® 1162C 1162C
Accrued interest receival 4,28¢ 4,28¢
Financial liabilities

Deposit: 694,63: 702,54¢
Shor-term borrowing 62,80¢ 62,80¢
Long-term borrowing 27,00( 27,98t
Junior subordinated debentt (3) 61,857

Accrued interest payat 41,371 41,37;

Off-balance sheet iten

December 31, 20C

Contractual
or Notional  Carrying  Estimated
Amount Amount _Fair Value

(Dollars in thousands

Commitments to extend cre $ 11095 $ — $ —
Standby letters of cre 3,91t (24) (24)
Interest ratderivatives 3,46: — —

(1) The carrying amount and estimated fair value of Btétock was $11.6 million at both September 30,9280d December 31, 2008;
and other equity investments excluding those adeoufor under the equity method of accounting w&®e07 million at both
September 30, 2009 and December 31, 2008.

(2) See Liabilities Subject to Compromise (Junior Sdbated Debentures) below for Estimated Fair Vaifiermation.

(3) See Junior Subordinated Debentures below for Esiiaair Value information.

Fair value amounts represent estimates of valwe @int in time. Significant estimates regardingreamic
conditions, loss experience, risk characteristiesoeiated with particular financial instruments amber factors
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were used for the purposes of this disclosure. 8hetimates are subjective in nature and involvétemsaof
judgment. Therefore, they cannot be determined piititision. Changes in the assumptions could haveatarial
impact on the amounts estimated.

While these estimated fair value amounts are design represent estimates of the amounts at wihiebet
instruments could be exchanged in a current traiosabetween willing parties, it is CIB Marine’stent to hold
most of its financial instruments to maturity. Téfere, it is not probable that the fair values shawil be realized
in a current transaction.

The estimated fair values disclosed do not refthet value of assets and liabilities that are natsaered
financial instruments. In addition, the value ofigeterm relationships with depositors (core depims@ngibles) is
not reflected. The value of this item is signifitan

Because of the wide range of valuation techniquesthe numerous estimates that must be made, itheay
difficult to make reasonable comparisons of CIB Mais fair value to that of other financial institins. It is
important that the many uncertainties discussed@be considered when using the estimated fairevdisclosures
and to realize that because of these uncertaittiesaggregate fair value should in no way be cassdtras
representative of the underlying value of CIB Marin

The following describes the methodology and assiomgtused to estimate fair value of financial instents
required by ASC 825-10-65.

Cash and Cash Equivalents

The carrying amount reported in the balance st@etdsh and cash equivalents approximates theivddie.
For purposes of this disclosure only, cash equntalénclude cash and due from banks, Federal Fealdsand
reverse repurchase agreements.
Available for Sale Securities

The estimated fair values of securities by typemmvided in Note 6-Securities Available for Salénese are
based on quoted market prices, when available.d@i@ed market price is not available, fair valseestimated
using Level 2 and Level 3 pricing inputs as destitwithin this Note 4-Fair Values of Financial inshents.
Loans held for Sale

The fair value of loans held for sale, consistimignarily of commercial loans and residential moggdoans, is
estimated based on the underlying value of thextmthl of the commercial loan and using currentketaprices for
similar residential mortgage loans in the market.
Loans Receivable

The fair values of loans receivable were estimétgdiscounting the expected future cash flows usimgent
interest rates at which similar loans would be medé&orrowers with similar credit ratings and métes. The
carrying value of loans receivable is net of tHevehnce for loan losses.

Federal Home Loan Bank and Federal Reserve Bank Stock

The carrying amounts of Federal Home Loan Bank {{BH and Federal Reserve Bank (“Reserve Bank”) lstoc
approximate their fair values.

Accrued I nterest Receivable

The carrying amounts of accrued interest approaritatfair value.

16



CIBM 10Q for Q3 2009 Draft 5 11/13/2009 2:24 PM

Deposit Liabilities

The carrying value of deposits with no stated nigtuapproximates their fair value as they are péyam
demand. The estimated fair value of fixed time dépads based on discounted cash flow analyses.digwmunt
rates used in these analyses are based on maté®tofaalternative funding sources currently avddeor similar
remaining maturities.

Short-term Borrowings

The carrying value of short-term borrowings payabithin three months or less approximates their ¥alue.
The estimated fair value of borrowed funds with atumity greater than three months is based on dquutzrket
prices, when available. Borrowed funds with a mgtugreater than three months for which quotedgsiwere not
available were valued using cash flows discountedd@irrent market rate for similar types of délutr purposes of
this disclosure, short-term borrowings are thosedwings with stated final maturities of less tt@anequal to one
year, including securities sold under agreementeparchase, U.S. Treasury tax and loan notess lixiecredit,
commercial paper and other similar borrowings.

Long-term Borrowings

The fair market value of long-term borrowings pdgatvere based on discounted cash flows using curren
guoted rates as the discount rate.

Junior Subordinated Debentures

An estimate of fair value of the Debentures for &aber 31, 2008 had not been made because it was not
practicable to make such estimate at that timerinétion pertinent to estimating fair value is éafslie in Note 12-
Pre-petition Debt (Junior Subordinated Debentures).

Liabilities Subject to Compromise (Junior Subordinated Debentures)

An estimate of fair value of the Debentures andrétated accrued interest payable for SeptembeP@9 has
not been made because it is not practical to makh an estimate at this time due to the bankruptogeeding.
Information pertinent to estimating fair value igadable in Note 12-Pre-petition Debt (Junior Sutinated
Debentures).

Accrued I nterest Payable
The carrying amount of accrued interest is useabfwroximate its fair value.
Off-Balance Sheet | nstruments

The fair value and carrying value of letters ofditeand unused and open ended lines of credit Hepen
estimated based on the unearned fees charged&® dtommitments, net of accrued liability for prioledosses.

The fair value of interest rate derivatives aranested using Level 2 quoted prices for similar s@etions
described within this Note.

Note 5-Stock Option Plans

CIB Marine has a nonqualified stock option and iinee plan for its employees and directors. At 8Seplier 30,
2009, options to purchase 752,326 shares wereahl@ifor future grant. The plan provides for theiaps to be
exercisable over a ten-year period beginning ore y®m the date of the grant, provided the pagéot has
remained in the employ of, or on the Board of Diines of, CIB Marine and/or one of its subsidiari€ke plan also
provides that the exercise price of the optionsitgéh may not be less than 100% of the fair marladies of the
common stock on the option grant date. Options west five years. CIB Marine issues new shares upen
exercise of options.
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The following is a reconciliation of stock optiontiity for the nine months ended September 309200

Weighted Weighted Average Weightec
Range of Average Remaining Average Grant
Number Option Prices Exercise Contractual Date Fair Value
of Shares per Share Price Termin Years Per Share
Shares under option at December 31,8 1101617 $ 2.17-22.89 $ 6.16
Grante — % — $ —
Lapsed or surrender (23€,797) 3.70-22.89 8.76
Exercise — — —
Shares under option Septembe 30, 2009 86282C § 2.17-22.8¢ $ 5.44 6.55
Shars exercisable eSeptembe 30, 2009 495920 $ 2.17-22.8¢ $ 6.57 5.86

The following table shows activity relating to n@sted stock options:

Nonvested stock options at December 318 52¢€,00C
Granted —
Vested (77,500)
Forfeitec (83,600)

Nonvested stock options at September 30, 2009 366,900

Fair value has been estimated using the Black-8shwobdel as defined in ASC 718-10. There were tiomp
granted in the first nine months of 2009.

ASC 718-10’s fair value method resulted in $0.1lioml compensation expense for both the first nirenths of
2009 and 2008. In accordance with ASC 718-10, Cl&iMe is required to estimate potential forfeituoéstock
grants and adjust compensation expense recordeddangly. The estimate of forfeitures will be adje over the
requisite service period to the extent that actadkitures differ, or are expected to differ, frasuch estimates.
Changes in estimated forfeitures will be recogniretthe period of change and will also impact theoant of stock
compensation expense to be recorded in future ¢eridt September 30, 2009, CIB Marine had $0.2ionillof
total unrecognized compensation cost related toested stock options. That cost is expected tebegnized over
a weighted-average period of 2.1 years.

ASC 718-10 also requires the benefits of tax dednstin excess of recognized compensation costeto b
reported as a financing cash flow rather than agraimg cash flow as required under previous litem There
were no such tax benefits during the first nine thef 2009 or 2008.

CIB Marine records amounts received upon the egeroff options by crediting common stock and capital
surplus. Income tax benefits from the exercisetaéls options result in a decrease in current inctemes payable

and, to the extent not previously recognized asdagtion in income tax expense, an additional es®an capital
surplus.

Note 6-Securities Available for Sale

The amortized cost, gross unrealized gains aneédaassd approximate fair values of securities afelksvs:

Gross Gross
Amortized  Unrealized Unrealized Fair
Cost Gains Losses Value

(Dollars in thousands
Septembe 30, 200!

U.S. government agenc $ 18585 $ 1,08¢ $ — 8 19,672
Obligations of states and politicsubdivision 30,204 1,18t 10C 31,28¢
Other notes and bor 8,702 — 4,24¢ 4,454
Mortgagebacked securities (agenci 74,704 3,117 — 77,821
Mortgagebacked securities (n-agencies 69,451 141 6,52¢ 63,064
Equity securitie (at cosibasis 95¢& — 171 784
Total securities available for s $ 202601 $ 5531 $ 11047 $ 19708t
December 31, 20C

U.S. government agenc $ 4483t § 2,24 $ — 3 47,07¢
Obligations of states and political subdivisi 30,23¢ 622 624 30,23«
Other notes and bor 9,01: — 5,40¢ 3,60:
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Commercial papt 4,80( — — 4,80(
Mortgagebacked securities (agenci 107,19 1,75¢ 26 108,92:
Mortgagebacked securities (n-agencies 93,42¢ 71 8,50¢ 84,99t
Equity securities (at cost bas 95E — 13€ 81¢
Total securities available for s $ 29046( $ 4691 $ 1469¢ $  280,45:

Securities available for sale with a carrying vatdies158.8 million and $222.3 million at SeptemiB€; 2009
and December 31, 2008, respectively, were pledgedeicure public deposits, FHLB advances, repurchase
agreements and for other purposes as requiredrmitped by law.

The amortized cost and fair value of securitieofaSeptember 30, 2009, by contractual maturity, sirewn
below. Certain securities, other than mortgage-bdcéecurities, may be called earlier than theirunitst date.
Expected maturities may differ from contractual wmides in mortgage-backed securities, becauseaioert
mortgages may be prepaid without penalties. Thezgfoortgage-backed securities are not includgteérmaturity
categories in the following contractual maturithedule.

Amortized Fair

Cost Value

(Dollars in thousands
Due in one year or le $ 445€ $ 4,59€
Due afte one year through five ye: 20,28¢€ 21,601
Due after five years through ten ye 10,64€ 11,219
Due after ten yea 22103 18,00C
57,491 55,416
Mortgagebacked securitie 144,15E 140,88t
Other equities (at cost bas 95¢ 784
Total seurities available for sa $ 202601 $ 197,08t

The following tables represent gross unrealizeddssand the related fair value of securities aggeeby
investment category and length of time individuatwities have been in a continuous unrealized posgion at
September 30, 2009 and December 31, 2008:

Less than 12 months in a 12 months or longer in a1
unrealized loss positiol unrealized loss positiol Total
Unrealized Unrealized Unrealizec
Fair Value Losse! Fair Value Losse! Fair Value Losse!

(Dollars in thousands

Septembe 30, 200!
Obligations of states and politic

subdivisions $ 4,028 $ 56 $ 919 $ 4 3% 4947 $ 100
Other notes and bor — — 4,304 4,24¢ 4,304 4,24¢
Mortgagebacked securiti¢ 8,22¢ 2,062 43,59¢ 4465 51,824 6,52¢
Equity securit (at cost basi — — 784 171 784 171
Total securities with unrealized los  $ 12,254 $ 211¢ $ 49,605 $ 8928 $ 61,85¢ $ 11,047
Securities without unrealized los 135,226
Total securitie $ 197,08t
December 31, 20C
Obligations of states and politic

subdivisions $ 8,780 $ 428 % 2,260 $ 196 $ 11,040 $ 624
Other notes and bor 1,22( 1,51¢ 2,03¢ 3,89: 3,25¢ 5,40¢
Mortgagebecked securitie 83,82( 8,53( 14 — 83,83« 8,53(
Equity securit (at cost basi: 81¢ 13€ — — 81¢ 13€
Total securities with unrealized los  $ 94,63¢ $ 10,61( $ 4,30¢ $ 408 % 98,947 $ 14,69¢
Securities without unrealized los 181,50!

Total securitie $ 280,45:.

For those securities with fair value less than evSeptember 30, 2009, because CIB Marine doestaoid to
sell the investment and it is not more likely thrent that CIB Marine will be required to sell thev@stments before
recovery of their respective amortized cost basgsch may be maturity, CIB Marine does not consitlerse
securities to be OTTI; except for the following) tivo mortgage-backed securities (non-agency) (“dgancy
MBS”) $0.1 million credit related OTTI during thkitd quarter of 2009, with amortized costs and alized losses
totaling $3.4 million and $1.5 million, respectiyeht September 30, 2009 and (2) two structured deligations
collateralized by diversified pools of bank TruPB8dasubordinated debt included in other notes anddé&o
collateralized debt obligations with $0.07 milli@medit related OTTI during the third quarter of 20Qwith
amortized costs and unrealized losses totaling $dlibn and $3.2 million, respectively.
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Proceeds from the sales of securities availablesdte during the first quarter of 2009 were $13iBion and
CIB Marine realized a gain on the sale of $0.6iomll There were no sales of securities during itfs¢ fiine months
of 2008 or in the second and third quarters of 2009

Net unrealized losses on investment securitiesegtetber 30, 2009 were $5.5 million compared to.310
million at December 31, 2008. As of September IWR other notes and bonds accounted for $4.2omjlINon-
agency MBS accounted for $6.4 million and otheritygaccounted for $0.2 million in net unrealizeddes. The
remaining securities have net unrealized gaind@ #illion at September 30, 2009.

Municipal Securities. As of September 30, 2009 the municipal securitiese all rated investment grade by
nationally recognized statistical rating agencesept one security rated B. That security hadravplue of $2.5
million and an unrealized loss of $0.04 millionBMarine does not intend to sell, nor is it mokely than not that
it will be required to sell any of its municipalcsgities before recovery of their amortized costdsa which may be
maturity. In addition, CIB Marine has determinedreadit loss does not exist and as a result hasecognized any
OTTI in its municipal securities.

Other Notes and Bonds At September 30, 2009, CIB Marine held $8.9 wilipar value with an amortized
cost of $8.7 million and $4.5 million fair value ofher notes and bonds, which included $8.7 milpan value with
an amortized cost of $8.6 million and $4.3 milliéeir value of structured debt obligations collatized by
diversified pools of bank TruPS and subordinatebt ded to a lesser extent insurance company aricestgie
investment trust debt. None of CIB Marine’s othetenand bond security holdings, beneficial or otliee, of
TruPS or subordinated debt issued by organizaiiotise financial industry are in the form of a dewgssuer debt
obligation. The fair value of these securities 8s3 million at December 31, 2008. To a limitedesttthese
securities are protected against loss by creditamtgments such as over-collateralization and siiziet]
securities. Unless they are the most senior clessrity in the structure, they also may be a séecuhiat is
subordinated to more senior classes.

CIB Marine evaluates for OTTI and performs assesssngepending on the security as prescribed by 83T
Fair Value Measurements and Disclosures, and ASC 320nvestments-Debt and Equity Securities, and ASC 325
Investments-Other. In addition, for some of the evaluations for OTTIB Marine performs assessments prescribed
by ASC 325-40-65n determining whether it is probable that an adgethange in the estimated cash flows has
occurred. This evaluation of estimated cash flomgduides an assessment of the credit risk inheretite pool of
collateral, estimates of the timing and severitythed issuer deferrals and defaults and relatedveegcand their
impact on estimated cash flow waterfalls for batfeiest and principal. CIB Marine also considenset levels of
over-collateralization and collateral coveragesébat trigger changes in the cash flow waterfallserforming the
analysis.

To determine whether there has been an adversgelimmstimated cash flows from the cash flows ipresty
projected, the present value of the remaining flasis as estimated at the date they were last pusly revised (or
the initial transaction if not previously revised)compared against the present value of the dagls fstimated at
the current financial reporting date. The cash fi@fe discounted at a rate equal to the currelt yged to accrete
the beneficial interest.

Key assumptions used in deriving cash flows for poel of collateral for determining whether OTTligx
include default rate scenarios with annualized ulef@te vectors starting at 3% and declining talgad.25% by
year 2014, loss severity rates of approximately 8&f@ prepayment speeds of approximately 1% penranin
addition, individual issuers within the collatenabol were evaluated and, based on performance niafioon,
evaluated for potential default and those amoumtewompared to the current assessed level of ltefaaeded to
reduce the yield through the maturity of the samgifrom the original yield at acquisition. Reguit cash flows
were projected considering the affects of relatdbsdinated securities and various waterfall rukdated to the
structure of the related securities issued shaaimgnterest in the collateral pool to derive expdctredit loss
outcomes through maturity.

CIB Marine does not intend to sell nor is it maiteely than not that it will be required to sell anfits other
notes and bonds before recovery of their amortcaest bases, which may be at maturity. For inforamatin these
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securities see the table below titled “StructuredbDODbligations Collateralized Primarily by PoolBdist Preferred
Securities.” For CIB Marine’s holdings in PreTSL a8d 26 at September 30, 2009 the deferrals aralitiefof

issuers in the collateral pools have risen to &ll¢vat holders of these securities began receiYflagments-in-

kind” (“PIK") at their last payment date in Juned®0and are expected to continue to receive Plkerdtian cash at
their future interest due dates, and in taking ithisombination with the expected future defereatsl defaults given
the deterioration in the financial industry hasangbed enough to consider these two securities @T3d. The cash
that is received from performing issuers in eackpeetive collateral pool will be directed to paywiothe par

values of certain classes senior to the class l@IB Marine’s thereby reducing the more seni@ssks’ par
values and by this process itself improving théatetal position of CIB Marine’s subordinated ckessIn effect,

PIK acts like a compounding of interest for CIB har's holdings and will continue until such time eartain

collateral thresholds are restored, if they aréoresl, at which time payments in cash will resuftethis time CIB

Marine expects that the cash payments will be redtat some time in the future and CIB Marine Ww#l paid all

amounts due under the contractual arrangement efae$0.07 million in credit related OTTI recordddring the

third quarter of 2009. It is estimated for Clas§R-of PreTSL 23 and Class B-1 of PreTSL 26, it Wdake an
additional 19% and 26%, respectively, of performindjateral to defer or default for there to besduction in the
yield through the maturity of the securities frome riginal yield at acquisition (a “Break in Yi&ld

Due to the uncertainties related to the timing ambunts of the future payments for Class C-FP eff BL 23
and Class B-1 of PreTSL 26, however, CIB Marinesiders them to be OTTI and has recorded $0.07aniliin
credit related OTTI during the third quarter of 20@nd placed them on non-accrual. Further detdigor in the
financial industry beyond what is currently expecpstentially could result in additional OTTI reddtto credit loss
that would be recognized through a reduction imiegis. The $3.1 million of unrealized loss recordethe AOCI
is largely related to a decline in prices in theseurities over the course of the past year dileetdéack of demand
and liquidity in this securities sector, the daimted condition of the economy, capital marketd &nancial
industry and the perceptively higher risk todayttlsses in the collateral pools could be highemthvhat is
expected. With the contractual PIK process desdribarlier in this section, all the respective sii@s were
performing as to full and timely payments at Seften80, 2009 as permitted under the contractuahgements.

Additional information as of September 30, 200%texl to these debt obligations and related OT prawided
in the table below:

Structured Debt Obligations Collateralized Primarily by Pooled Trust Preferred Securities

% of Current
Deferrals and
Defaults to Total

Total credit Current Collateral
related OTTI Total OTTI Moody's / Balances/
Amortized Fair Unrealized  Recognized in  Recognized S&P/ Break in Yield
Deal Class Cost Value  Gain (Loss) Earnings (2) in AOCI (2) Fitch Ratings (3)/Coverage (4)
(dollars in thousands)
PreTSL 23 C-FP(1) $ 747 $ 267 $ (480) $67 (480) C/INR/CCC 17/19/(11)
PreTSL 26 B-1(1) 3,949 1,326 (2,623) — (2,623) BRI8CC 20/26/(11)
PreTSL 27 Al 1,896 1,274 (622) — —  A3/BBB(n)/AA 20/28
PreTSL 28 A-1 1,961 1,438 (523) — — A3/BBB(n)/A 43/40

(1) CIB Marine’s security holdings in PreTSL 27 and#28 the most senior of the classes in the deal;MABne’s security holdings in
PreTSL 23 and 26 are not the most senior of thesekin the deal nor are they the most deeply dinzded.

(2) Total OTTI Recognized in Earnings and AOCI are sitite acquisition date of the securities by CIB iNr

(3) The percent of additional immediate defaults offqrening collateral at a 15% loss severity rate thatld cause a Break in Yield,
meaning that the security would not receive alkcitstractual cash flows through maturity even thoagclass could enter a period
where payments received are PIK but later paidashdn addition to any accrued interest on the PB&sed on a collateral level
analysis, PreTSL 23 projected deferrals and deféandiicate there would be a break in yield resgltmcredit component OTTI.

(4) The percentage points by which the class is ovamdeer collateralized with respect to its collateedio thresholds at which cash
payments are to be received from lower classegectdd to higher classes (i.e., if the Coveraggi@dOver (Under) is negative). A
current positive (negative) Coverage ratio by ftdekes not necessarily mean that there will belladaeipt (shortfall) of contractual
cash flows through maturity as actual results zedliwith respect to future defaults, default timilegs severities, recovery timing,
redirections of payments in other classes and déwtors could act to cause (correct) a deficieatcy future date.

Mortgage-Backed Securities (Non-Agencies)The unrealized losses in Non-agency MBS were pilynar

caused by deterioration in credit quality and ficiah market liquidity conditions. This has impactég market
prices to varying degrees for each respective ggdwnlding based upon the relative credit quaényd liquidity
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premiums applicable to each security. At Septer86e2009, CIB Marine had Non-agency MBS holding$ 6.5
million par value with a fair value of $63.1 milkipdown from holdings at December 31, 2008, of $%8illion par
value with a fair value of $85.0 million. The dewiof $26.0 million in par value was due entir@the repayment
and prepayment of principal. CIB Marine’s princifald interest payments received from the securft@s the
purchase date through September 30, 2009, habkeel timely and in full.

At the time of purchase, all of CIB Marine’s Noneagy MBS were credit rated AAA by all of Moody's,
Standard and Poor’'s and Fitch to the extent thelyrated the security, and in every case at leastafithe firms
had rated each security. In addition, at SepterBBeR009, all these securities were performing wégpect to the
full and timely receipt of principal and interestyments due to CIB Marine. At September 30, 2088usties with
a par value of $25.3 million and unrealized loseésb4.4 million were below investment grade compgate
securities with a par value of $4.2 million andurrealized losses at December 31, 2008. The tabbevidisplays
the current composition of the Non-agency MBS mtidf based on the lowest credit rating assignedaty of
Moody’s, Standard and Poor’s or Fitch that havégassl a rating.

Total Non-Agency Mortgage Backed Securities CrediRatings

Amortized Unrealized
Credit Rating Par Cost Gain (Loss)
(Dollars in thousands

AAA $24,844 $24,310 $(521)
AA 6,002 5,976 (254)
A 5,55¢ 5,481 (367)
BBB 8,780 8,768 (819)
BB or below (1) 25,348 24,916 (4,426)
Total $70,529 $69,451 $(6,387)

(1) BB and lower credit ratings are considered to bevbenvestment grade. All the securities were oradiy
AAA.

Non-agency MBS are assessed for OTTI within thepeaf ASC 320 nvestments-Debt and Equity Securities,
by determining whether a decline in fair value etbe amortized cost basis is other-than-tempotagn OTTI is
determined to exist, then the cost basis of theirgigcis written down by the amount of OTTI recoged in
earnings. If CIB Marine does not intend to sell tilneestments and it is not more likely than nott t888 Marine
will be required to sell the investments beforeokexry of the amortized cost basis less any cumpenibd credit
loss, the amount of the OTTI recognized in earnisghe amount related to expected credit loss anty not the
level of impairment related to other factors; ottiee it is the full unrealized loss of the securigjated to both
credit loss, as well as to other factors.

CIB Marine considers a number of factors in assgssihether or not a credit loss exists and theodeover
which recovery of any unrealized loss is expectedccur, including: the length of time the fair walhas been less
than the amortized cost basis, the payment stmiafithe debt security, failure of the issuer tokenacheduled
interest or principal payments, any changes tadkiag by a rating agency, recoveries or any aold#i decline to
the fair value subsequent to the balance sheet tth@telegree to which any subordinated interekemngi) are able to
absorb estimated losses in the collateral, anditons related to the specific security and itslateral. With
respect to the latter, a number of factors are idensd, including past and current debt ratingsjguted
prepayment speeds, past and current payment sgatssand current levels of defaults and estimafe®lated
recoveries, and estimates of future defaults aau telated recoveries, and other factors. Estimatduture levels
of defaults and related recoveries involve consitien of a number of contributing inputs, includigt not limited
to the year of origination, current pay statuspdiein home value appreciation (depreciation) faryof issuance,
original loan-to-value ratios, borrower credit sfrloan documentation types and others. In addiibousing
various sources for the inputs from others deeroebet reliable, the resulting estimates of colldtésases are
compared to those derived by others, where availébldetermine reasonableness of the estimates.

The predominant form of underlying collateral iretNon-agency MBS is fixed rate, first lien singberily
residential mortgages of both conforming and junthortgage size with both traditional and non-traditl
underwriting qualities (e.g., jumbo, conforming Atand jumbo Alt-A which includes reduced documénta
types). All of CIB Marine’s Non-agency MBS are sanin position to the issuance of securities thmefuded
subordinated tranches of securities issued to bBbkmses, to the extent they are able, prior to Gl&ine’'s
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securities. The securities are from vintages beatvwasel including 2002 through 2006. As of Septendigr2009,
the vintages from 2004 or earlier represented $80llion in amortized cost with a market value &8 million
and an unrealized loss of $0.9 million, and thetages from 2005 through 2006 represented $38.7omilh
amortized cost with a market value of $33.3 millamnd an unrealized loss of $5.4 million. As of Sepber 30
2009, the mean and median percentages for eactitgemspectively, of various delinquency and rgerformance
measures to the total mortgage loans collaterglitimse securities were: (1) 3.06% and 1.53%, otisedy, for
loans 60 or more days past due but not in forecéosutransferred to other real estate owned, @J% and 1.07%,
respectively, for loans in foreclosure plus otheml restate owned, and (3) 6.03% and 2.45%, respggtifor the
total of loans 60 or more days past due, in foale and other real estate owned. With respechdordtios
reported in (3), the range across the securities W@% to 28.2%. The State of California represémshighest
geographic concentration of loans with a rangeoah$ within each respective securities collateaall panging
from 16% to 100% from California but with the majprof the securities within 30% to 50%. Other etat
representing geographic concentrations of at 18886 within any one or more of the collateral powislude
Florida, Maryland, Massachusetts, New York, Texas ®irginia.

CIB Marine does not intend to sell nor is it maiteely than not that it will be required to sell anf/its Non-
agency MBS before recovery of their amortized d@stes, which may be maturity, except for two séegrivhere
CIB Marine does not expect to recover the entire@réimed cost of the securities. For those two dgear OTTI
related to credit loss and recognized in earnings $0.2 million and $0.1 million during 2008 ane fiirst three
quarters of 2009, respectively; and the OTTI reldteother factors and recognized in AOCI was $0ilion and
$0.3 million during 2008 and the first three questef 2009, respectively. On January 1, 2009 uptoption of
ASC 320-10-65 an adjustment of $1.6 million was enhdtween retained earnings and AOCI that had quely
been recognized in earnings during 2008, as redjuirgler previous the accounting standards appéctablthe
period ended December 31, 2008.

The table below summarizes the Non-agency MBS iichv®TTI has been recognized during the current or
prior periods. In making estimates of credit loskmsthose securities with OTTI, some of the keguasptions
included annualized prepayment speeds ranging ketvd8s and 15%, future cumulative default rates irang
between 34% and 40%, cumulative loss severity rateging between 43% and 48%, and resulting future
cumulative collateral loss rates ranging betwee¥h Bhd 19% at a prepayment speed of 6%. Resultisly ftaws
were projected considering the affects of relatedosdinated securities to derive expected credis loutcomes
through maturity.

Total Non-Agency Mortgage Backed Securities with OTI
As of September 30, 2009

Range of Range of
Range of Non- Mean Current Levels
Total OTTI Total OTTI Performing Original of Credit
Credit Amortized Fair Unrealized Recognized in  Recognized Loans to Total Loan to Support from
Category Cost Value Gain(Loss) Earnings (2) in AOCI Loans (3) Values (3) Vintages Subordination
(dollars in thousands)
Investment
Grade $0 $0 $0 $0 $0 NA NA NA NA
Below
Investment
Grade (1) 3,393 1,892 — (348) (1,501) 22 — 28% 73% 2006 3.7-4.5%
Total $3,393 $1,892 $— $(348) $(1,501) 22-28% -73% 2006 3.7-4.5%

(1) BB and lower credit ratings are considered to Hevbénvestment grade. All the securities were oradiy AAA.

(2) Alltotal OTTI recognized in earnings have beemted to credit loss.

(3) Ranges represent the high and low measures for sealrity’'s respective loan collateral pool for wgées with OTTI
recognized. Non-performing loans here means past6@uor more days, in foreclosure or held as rs@te owned. The full
amount of non-performing loans are not expectetlateslate into a dollar for dollar loss to the at#ral pool due to borrower
efforts to bring the loans current or sell the made residential properties or collection actisit@ the servicing agents that
includes liquidation of collateral and the pursfitleficiencies where available from the borrowers.

Equity Securities. As of September 30, 2009, CIB Marine held marketadguity securities from a single issuer
amounting to $1.0 million in cost basis and $0.8iam in fair value with an unrealized loss of $0llion. At
December 31, 2008, the unrealized loss on suchrifeswas $0.4 million. The unrealized loss ipart related to
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the continued decline in community bank stock isece the time CIB Marine obtained the stoclelation to the
sale of certain assets and deposits of Citrus Bidrk, during the third quarter of 2008. Based oreaaluation of
CIB Marine’s ability and intent to hold the secig# for a reasonable period of time sufficient foforecasted
recovery of fair value, CIB Marine does not consitliee securities to be OTTI as of September 309200

Expectations that CIB Marine’s other notes and lsoadd Non-agency MBS will continue to perform in
accordance with their contractual terms, exceph#oextent a credit loss exists and has been rezsjrare based
on management assumptions which require the usstohates and significant judgments. It is possihi the
underlying collateral of these investments will fpem worse than expected, resulting in adverse gbsiuin cash
flows and OTTI charges in future periods. Eventsciwimay impact CIB Marine’s assumptions includet, éme not
limited to, increased delinquencies, default rated loss severities in the financial instrumentmpising the
collateral.

Rollfoward of OTTI Related to Credit Loss. The following table is a rollforward of the amounit OTTI
related to credit losses that has been recognizearinings for which a portion of OTTI was recoguizn AOCI
for the quarter and nine months ended Septemb&(R®;

Rollforward of OTTI

September 30, 20C
Quarter Ended Nine Months Ended
(Dollars in thousands)

Beginning of period balance of the amount relatecrédit losses on debt securities held by

the entity at the beginning of the period for whichortion of OTTI was recognized in

other comprehensive income $228 $202
Additional increase to the amount related to tleglitloss for which OTTI was previously

recognized when the entity does not intend toteelsecurity and it is not more likely than

not that the entity will be required to sell thewsty before recovery of its amortized cost

basis 186 212
Balance at September 30, 2009 of credit losseete@TT! for which a portion was
recognized in other comprehensive income $414 $414

Note 7-Loans

The composition of the loan portfolio is as follows

Septembe 30, 20(9 December 31, 208
Amount % of Total Amount % of Total
(Dollars in thousands

Commerial $ 72,436 142% $ 75,28¢ 13.6%
Commercial real este 267,19¢ 52.5 258881 46.8
Commercial real estate construc 60,917 120 86,90¢ 157
Residential real estz 20,874 41 26,11C 47
Home equity(1) 85,07¢ 16.6 103,252 187
Corsume 2,952 0.6 2,99C 05
Receivables from sale of CIB Marine st — — (59) —

Gross loan 509,45« 100.(% 553,381 100.(%
Deferred loa costt 1.34C 1.82€

Loan 510,79¢ 555,207

Allowance for loan losst (20,358 (19,242)

Loans, ne $ 490,43¢ $ 53596¢

(1) Includes purchased fixed rate home equity poolsSéptember 30, 2009 and December 31, 2008, theaatstanding balance of
these purchased pools was $37.4 million and $58ldm the amount of loans past due 30 to 89 dayd still accruing interest was
$3.2 million and $2.0 million and the loss reseraliscated to these two pools totaled $5.5 milko $4.5 million, respectively.

Certain directors and principal officers of CIB N and its subsidiaries, as well as companies which
those individuals are affiliated, are customersaoil conduct banking transactions with, the Banth@ ordinary
course of business. Such loans totaled $2.0 milliwh $3.3 million at September 30, 2009 and Dece®be2008,
respectively.

At September 30, 2009 and December 31, 2008, CiBriddad $0.4 million and $0.2 million, respectiyeh

outstanding principal balances on loans secureghadially secured, by CIB Marine stock. No specifeserves
were allocated to these loans at both Septembe&0B®, and December 31, 2008. Loans made spedjfitainable
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the borrower to purchase CIB Marine stock and whiehe not adequately secured by collateral otheer the stock
have been classified as receivables from saleookstecorded as contra-equity and are not includeiis balance.

The following table lists information on nonperfang and certain past due loans:

Septembe 30,200¢ December 31200¢
(Dollars in thousands

Nonaccrueloars $ 46,132 $ 15,07:
Nonaccrué-loans held for sa 2,601 2,02t
Restructured loal 7€ —
Loans 90 days or more past due and still acc-loans — 1,04(
Loans 90 days or more past due and still acc-loans held for sa 50C 1,68(

Information on impaired loans is as follows:

Septembe 3020C9 December 31208
(Dollars in thousands

Impaired loans without a specific allowa $ 26,63 $ 4,362
Impaired loans with a specific allowai 19,96¢ 9,78¢
Total impaired loar $ 46,59 $ 14182
Specific allowance related to impaired lo $ 5,074 $ 3.841

The decline in performance of loans, and in paldicthose classified as nonaccrual loans, causédcasase in
impaired loans. The increase in specific allowaneésted to impaired loans increased by an amdaitwas less
than proportionate to the increase in impaired dodris is due to charge-offs already taken onageitmpaired
loans and their respective impairment amounts amdto each new impaired loan’s respective impaitraealysis
including the level of expected discounted castvéland collateral valuations.

Changes in the allowance for loan losses werelb&

Quarter Ended Septembe 30. Nine Months Ended Septembe 30.
2009 20e8 2009 20c8
(Dollars in thousands
Balance at beginning of peri $ 17121 $  2264C 19,24z 20,70€
Chargr-offs (6,859 (7,160) (18,510) (15,890C)
Recoverie 67 20¢ 396 1,51%
Net loan charc-offs (6,797) (6,957) (18,119 (14,377)
Allowance br loans sol — (581, — (581,
Transfer from accrual for unfunded standby lettérsredit
to funded standby letters of cre — 51C — 51C
Provision for loan loss: 10,02¢ 10,35¢ 19,230 19,71¢
Balance at end of peri $  20,35¢ $ 2597 $ 20,35¢ $ 2597
Allowance for loan losses as a percentage of 3.9% 4.4€% 3.99% 4.4€%

During the third quarter and first nine months 609, the provision for credit losses included agpnately
$4.6 million and $10.7 million, respectively, reddtto the purchased home equity pools as compargs.1 million
and $9.7 million, during the third quarter andtfimne months of 2008, respectively.

The allowance for loan losses as a percentageaotldeclined from September 30, 2008 to Septenthe&r(®9,
as a result of a reduction in the proportion of tratfolio represented by home equity and conswocand
development loans, and the level of charge-offs If@ns relative to the respective loan’s level dbcated
allowances for loan losses.

Mortgage loans serviced for others are not inclugtedhe accompanying consolidated balance shedts. T
unpaid principal balances of mortgage loans sedvioe others were $1.5 million and $2.0 million@sSeptember
30, 2009 and December 31, 2008, respectively.

Note 8-Companies Held For Disposal and Discontinue@perations
At September 30, 2009, assets and liabilities ofiganies held for disposal consist entirely of thmaining

assets and liabilities of CIB Marine’'s wholly ownsedbsidiary, CIB Construction, including CIB Constiion’s
subsidiary Canron Corporation (“Canron”). The grasssolidated assets and liabilities of CIB Corcdtam are
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reported separately on the consolidated balancgshétheir estimated liquidation values lesssctussell. Banking
regulations limit the holding period for assets nohsidered to be permissible banking activitied ahich have
been acquired in satisfaction of debt previousintarcted to five years, unless extended. CIB Canstm is
subject to these restrictions, and CIB Marine leaived an extension from the banking regulatoitsotd Canron
until December 31, 2009.

CIB Construction acquired 84% of the outstandiruglstof Canron through loan collection activities2@02. In
the third quarter of 2003, the Board of DirectofsCanron authorized management to cease operatingo@ and
commence a wind down of its affairs, including duwtary liquidation of its assets. In August 20@&anron
authorized and began liquidation distributionsttoshareholders, and in December 2006, Canron Ailéidles of
Dissolution. At both September 30, 2009 and Decen3ie 2008, CIB Construction’s net carrying valueite
investment in Canron was zero.

Note 9-Other Assets

The following table summarizes the composition t8 ®arine’s other assets:

Septembe 30, 200! December 31, 20C
(Dollars in thousands

Federal Home Loan Bank and Federal Reserve Baok,stbcos $ 11,55¢ $ 11,55¢
Prepaid expens 117€ 95C
Accountsreceivabl 81 124
Trust preferred securities underwriting fee, neawirtizatiol (2) 1,184 1,22¢
Other investmen 1,062 1,167
Income tax receivable ( 80 89C
Othel 1 9

$ 15,139 $ 15,92(

(1) December 31, 2008 includes $0.7 million tax reakie from company held for disposal per tax shasigigement.
This tax receivable was written off in the thirdagier of 2009.
(2) Asset will be written off upon confirmation of tidan.

The major components of other investments is imrests in limited partnership interests in variotierdable
housing partnerships, which had a carrying valug&nhD million and $1.1 million at September 30, 20nd
December 31, 2008, respectively. In addition ClBrilka holds an interest in a small business investroempany
with a carrying value of $0.1 million at both Septeer 30, 2009 and December 31, 2008.

As a member of the FHLB of Chicago, the Bank isurezfl to maintain minimum amounts of FHLB of Chioag
stock as required by that institution.

In October 2007, the FHLB Chicago entered into mseasual Cease and Desist Order (the “FHLB C&Dthwi
its regulator, the Federal Housing Finance BoaFingnce Board”). The FHLB C&D states that the FoeBoard
has determined that requiring the FHLB Chicagoatetthe actions specified in the FHLB C&D will ingpe the
condition and practices of the FHLB Chicago, stabilts capital, and provide the FHLB Chicago apanunity to
address the principal supervisory concerns idewtifiy the Finance Board. Under the terms of the B-idl&D,
capital stock repurchases and redemptions, indudiedemptions upon membership withdrawal or other
termination, are prohibited unless the Bank hasived approval of the Director of the Office of 8ngsion of the
Finance Board ("OS Director"). The FHLB C&D provglthat the OS Director may approve a written regbgs
the FHLB Chicago for proposed redemptions or rejpases if the OS Director determines that allowihg t
redemption or repurchase would be consistent wiimtaining the capital adequacy of the FHLB Chicagd its
continued safe and sound operations. The FHLB C&d provides that dividend declarations are subjedhe
prior written approval of the OS Director and thia¢ FHLB Chicago must submit a Capital Structur@nRb the
Finance Board consistent with the requirementshef Gramm-Leach-Bliley Act and Finance Board regoiet
Accounting guidance indicates that an investor LB Chicago capital stock should recognize impaintmié it
concludes that it is not probable that it will oifitely recover the par value of its shares. Thésaecof whether
impairment exists is a matter of judgment that #thaeflect the investor’s view of FHLB Chicago’snig-term
performance, which includes factors such as itsaipey performance, the severity and duration afides in the
market value of its net assets related to its ahptbck amount and other factors including reguiatBased on this
information CIB Marine believes the cost of thedstments will be fully recovered. The FHLB Chicatjd not
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declare any dividends for the nine months endedefdmer 30, 2009 or the comparable period in 2008bagth
September 30, 2009 and December 31, 2008, CIB K@ $11.6 million in FHLB Chicago stock, of whigfh.1
million and $3.4 million, respectively, were reqadrstock holdings to maintain the level of borraggroutstanding
with the FHLB of Chicago.

Note 10-Short-term Borrowings

Borrowings with original maturities of one yearless are classified as short-term. The followingegresents
information regarding short-term borrowings:

Septembe 30, 200! December 31, 20C
Balance Rate Balance Rate
(Dollars in thousands
Federal funds purchased and securities soler repurchase agreeme $ 13,65C 0.45% $ 19,90¢ 0.68%
Treasury, tax, and loan no 193 — 2,89¢ —
Federal Home Loan Ba — — 40,00( 0.5t
Total shor-term borrowing $ 13842 044% $ 62,80¢ 0.57%

CIB Marine is required to maintain qualifying cdfeal as security for both short-term and long-tétHiB
borrowings. The debt to collateral ratio is deperidgoon the type of collateral pledged. As partaotollateral
arrangement covering both short-term and long-tesmowings from the FHLB, CIB Marine had securitedged
with a fair value of $78.5 million and $74.8 miltiat September 30, 2009 and December 31, 200&atbsgly.

In 2004, CIB Marine entered into a written agreetmeith the Reserve Bank of Chicago (the “Agreemgnt”
Among other items, the Agreement requires CIB Mario obtain Reserve Bank approval before incurring
additional borrowings or debt, and pre-approvaldy interest on Debentures.

Note 11-Long-term Borrowings
Long-term borrowings consist of borrowings havimgoaiginal maturity of greater than one year.

FHLB

The following table presents information regardargounts payable to the FHLB Chicago that are irexduic
the consolidated balance sheets as long-term biorgsw

Septembe 30, 200! December 31, 200 Schedulec
Balance Rate Balance Rate Maturity
(Dollars in thousands

$ — —% $ 6,00( 4.52% 4/24/0¢
3,00( 4.4¢ 3,00( 4.4¢ 10/26/0¢

3,00(¢ 4.5¢ 3,00( 4.5¢ 10/25/1(

5,00( 3.3z 5,00( 3.3z 02/16/1(

5,00( 3.9t 5,00( 3.9t 08/15/1:

5,00( 4.21 5,00( 4.21 08/14/1.

Total $ 21,00 4.02% $ 27,00( 4.14%

Note 12-Pre-petition Debt (Junior Subordinated Debmetures)

The following table presents information regard®id@ Marine’'s Debentures at both September 30, 2009
December 31, 2008:

Issue Interest Callable
Balance Date Rate Maturity Date After
(Dollars in thousands
CIB Marine Capital Trust $ 10,31( 03/23/0( 10.88% 03/08/3( 03/08/1(
CIB Statutory Trust || 15,464 09/070C 10.6( 09/07/3( 09/07/1(
CIB Statutory Trust I 15,464 02/22/0: 10.2( 02/22/3: 02/22/1:
CIB Statutory Trust " 20,61¢ 09/27/0:  Variable (1 09/27/3: 09/30/0°

Total junior subordinated debentu $ 61,857

(1) Three-month LIBOR + 3.40% adjusted quarterligiohi was 3.69% and 4.87% at September 30, 200®Daodmber 31, 2008, respectively.
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CIB Marine has formed four statutory business &{trusts”) for the purpose of issuing TruPS amekesting
the proceeds thereof in Debentures of CIB Mariee Trusts used the proceeds from the issuance &frtiPS and
the issuance of its common securities to CIB Matmeurchase the Debentures. Interest on the Defssntind
distributions on the TruPS are payable either guigrbr semi-annually in arrears. CIB Marine had tlght, at any
time, as long as there were no continuing eventdeddult, to defer payments of interest on the Dalres for
consecutive periods not exceeding five years; butbeyond the stated maturity of the Debenturesa Assult of
the Agreement entered into with its regulator, GABrine elected to defer all such interest paymentsequent to
December 31, 2003, and as a result the Trustsrddfelistributions on their respective TruPS. At t8epper 30,
2009 and December 31, 2008 CIB Marine had accroexiest payable on its $61.9 million Debenture$45.3
million and $39.1 million, respectively. As of thiéling Date, interest expense on these Debentgrem ilonger
being accrued. These deferral periods all expirethe first quarter of 2009 and CIB Marine did moake the
required interest payments such that, by April 3109, CIB Marine was in default with respect to Bebentures
issued to all four of the Trusts. In addition, ne®t also accrues on all interest that was not pdidn due,
compounded quarterly or semi-annually. During théedal period and while in default, CIB Marine magt pay
any dividends or distributions on, or redeem, paseh acquire, or make a liquidation payment ostdsk, or make
any payment of principal, interest or premium, edeem any similar debt securities of CIB Marindyjsct to
certain limitations. The TruPS are subject to mémaredemption, in whole or in part, upon repaymehthe
Debentures at maturity or their earlier redemptibhe TruPS qualify as regulatory capital, subjectegulatory
limitation.

On March 16, 2009, CIB Marine issued a consenti#ation seeking the consent of the holders of itgPS to a
proposed restructuring plan that would have coedethe debt under the Debentures into preferreck sthus
reducing the ongoing interest expense burden dmdnelting any consequences of default on the Tr(ge® the
discussion in the Liquidity and Capital Plan Upds¢etion). The vote was concluded on May 11, 2G@%ever,
CIB Marine did not receive the requisite numbevaties to approve the plan of restructuring.

On July 16, 2009, CIB Marine filed a Current RepmitForm 8-K regarding a proposed pre-packaged &flan
Reorganization pursuant to Chapter 11 of the BatkyuCode that was presented to the TruPS holderthéir
approval. Under the Plan, approximately $105.3 iamll(as of July 16, 2009) of cumulative high-intgre
indebtedness of the TruPS will be exchanged fo8Zbshares of Series A 7% fixed rate preferred nondative
perpetual stock with a stated value of $1,000 pares and 4,376 shares of Series B 7% fixed rateertible
noncumulative perpetual preferred stock with aestatalue of $1,000 per share. Each share of SBrieeeferred
will be convertible into 4,000 shares of CIB Marinemmon stock only upon the consummation of a nierge
transaction involving CIB Marine where CIB Marirgenot the surviving entity. The CIB Marine Prefereill have
no stated redemption date and holders will not hheeright to compel the redemption of any or dlthe shares.
Further, dividends will be noncumulative and pagabhly to the extent CIB Marine declared a divideatits
discretion and subject to regulatory approval. &ffects of the Plan, which was approved by the BraBlders on
September 15, 2009 and confirmed by the Bankru@oyrt on October 29, 2009 would improve earnings by
eliminating the interest burden on CIB Marine assted with the TruPS-related indebtedness, andifgigntly
improve its capital position. See Subsequent Ev&astion in Part |, Item 2 of this Form 10-Q fordape of
bankruptcy proceeding.

Under the Plan, common shareholders would not lpmiired. If all Series B Preferred shareholders vtere
convert their shares in connection with a merday twould own slightly less than 50% of the outdtag common
stock and have a right to participate at that lava@iny merger consideration paid to acquire CIBiN&

The Federal Reserve Board (“FRB”) has a rule Imgjtihe inclusion of Debentures in Tier 1 equityitapThe
ruling limited the total restricted Tier 1 capidements, including Debentures, net of investmemtust, to 25% of
total Tier 1 capital elements, net of goodwill less/ associated deferred tax liability. At Septeng@ 2009, CIB
Marine did not include any of its Debentures inrTiecapital.

28



CIBM 10Q for Q3 2009 Draft 5 11/13/2009 2:24 PM

Note 13-Other Liabilities

Septembe 30, 200! December 31, 20C
(Dollars in thousands

Account: payable $ 85 $ 17¢
Accrued real estate tay 124 147
Accrued compensation and employee ber 845 681
Accrued professional fe 31 49C
Accrued other expens 648 44¢
Other liabilities 336 27¢

$ 2,069 $ 2,22:

Note 14-Stockholders’ Equity (Deficit)
Receivables from Sale of Stock

Loans not sufficiently collateralized by assetseotthan CIB Marine stock and made by the Bank todveers
who used the proceeds to acquire CIB Marine stecg, classified as receivables from sale of stodk are
accounted for as a reduction of stockholders’ gaaiitd recorded as receivables from sale of stadless the loan
had been repaid prior to the issuance of the filahstatements. The balance of loans classifieckesivable from
sale of stock was $0.05 million at December 31 820Mere were no such loans outstanding at SepteB@h@009.

Treasury Stock

The Bank acquired certain shares of CIB Marinekstbhecough collection efforts when the borrowersaddtied
on their loans. Any loan balance in excess of #iemated fair value of the stock and other colkteeceived was
charged to the allowance for loan losses. Alsoinduthe quarter ended June 30, 2009, CIB Marinendmased
205,836 shares of stock held in the employee sbeakership plan sponsored by CIB Marine. At botht8eyber
30, 2009 and December 31, 2008, 7,452 sharesasfurg stock were directly owned by the Bank and thare not
excluded from the number of shares outstanding.

Regulatory Capital

CIB Marine and the Bank are subject to various laguy capital requirements administered by thekban
agencies. Pursuant to federal bank holding compadybank regulations, CIB Marine and the Bank asigaed to
a capital category. The assigned capital categsriatigely determined by three ratios that are t¢afed in
accordance with specific instructions includedha tegulations: total risk adjusted capital, Tierapital, and Tier 1
leverage ratios. Under capital adequacy guidelaresthe regulatory framework for prompt correctaation, the
Bank must meet specific capital guidelines thabime quantitative measures of the Bank’s assetscandin off-
balance sheet items as calculated under regulaeocpunting practices. The Bank's capital amountd an
classifications are also subject to qualitativegmeénts by its regulators about components, rislghteigs and
other factors. To be categorized as well capitdlitee Bank must maintain total risk adjusted @dpifier 1 capital
and Tier 1 leverage ratios of 10.0%, 6.0% and 51@%pectively.

There are five capital categories defined in thgulaions: well capitalized, adequately capitalized
undercapitalized, significantly undercapitalizedl amitically undercapitalized. Classification oftiBank in any of
the undercapitalized categories can result in itertgandatory and possible additional discretionactions by
regulators that could have a direct material effecthe consolidated financial statements.

Under the definition of capital levels within th&D order, a bank is classified as adequately chpad if it is
at or above the targeted level of capital specifirethe order. At September 30, 2009, the Bank adexjuately
capitalized under this definition.

At both September 30, 2009 and December 31, 20[BMarine was subject to the Agreement it enterdd i
with the Reserve Bank in the second quarter of 2@8@dong other items, the Agreement requires CIBiMato
maintain a sufficient capital position for the coldated organization including the current andufat capital
requirements of the Bank, CIB Marine’s nonbank @lieges and the consolidated organization. As eft8mber
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30, 2009, CIB Marine’s Tier 1 leverage ratio wasegative 0.50% compared to 3.58% at December 318 aad

was below the 4.0% required by the Agreement. Té@ink reflects the continued operating losses|8f I@arine

during the first nine months of 2009. Dependinghmm extent of continuing losses incurred by CIB iairin future

periods as well as the overall size of its balasieeet, further credit downgrades and OTTI adjustsém its

securities portfolio and potential loan losses egwbveries, CIB Marine’s capital ratios could deelfurther. CIB
Marine’s ability to increase its capital and méet tequirements of the Agreement is dependent thmeuccessful
execution of the Plan outlined in Note 2-Pre-paekbd’lan of Reorganization Pursuant to Chapter lthef
Bankruptcy Code.

CIB Marine continues to focus on the safety anchdoess of the Bank. CIB Marine has provided thekBaith
$5.0 million of capital during 2008 and an additib$4.0 million in 2009. This is consistent withBOMarine’s goal
of supporting strong capital and liquidity positiomat the Bank and is in keeping with its sourceswéngth
obligations under the Bank Holding Company Act 866, as amended (the “BHCA”). While in bankruptify,
capital is required at the Bank, CIB Marine mustitip; the Bankruptcy Court for permission to cdntte the
needed capital to the Bank. However, other capit@hagement strategies such as balance sheet maageml
investment portfolio sales can still be employedHxy Bank.

In its 2008 Form 10-K, CIB Marine disclosed that Wisconsin state-chartered bank subsidiary atithe,
Marine Bank, stipulated to a cease and desist dter“C&D") with the Federal Deposit Insurance @oration
(the “FDIC”) and the Wisconsin Department of Finahtnstitutions, Division of Banking (the “WDFI")The terms
of the C&D were described in CIB Marine’s 2008 FolixK. The C&D became effective on April 24, 2009.
Failure to adhere to the requirements of the astimandated by the C&D could have subjected MariapkBo
more severe restrictions and civil monetary peesltiThe C&D added no additional requirements to abeet
quality and loan review program previously impleteehby Marine Bank. When Marine Bank merged witld an
into CIB Marine’s lllinois state-chartered bank sidiary, Central lllinois Bank, to form CIBM BanRhe C&D
was re-affirmed by the FDIC. Although, the lllindepartment of Financial and Professional Regufatizivision
of Banks and Real Estate (“IDBRE”") has yet to foltgnpin in the C&D since consummation of the mergé the
bank charters, CIB Marine believes the C&D will tone. CIB Marine and the Bank remain committed to
maintaining adequate capital levels at the Banke®aly, enforcement actions such as the C&D califteel only
after subsequent examinations substantiate compbetection of the underlying issues.

The actual and required capital amounts and rétin€IB Marine and its bank subsidiary (as defiriedhe
regulations) are presented in the tables below.

To Be Well
Capitalized Under
Prompt
For Capital Corrective
Actual Adequacy Purpose Provisions
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands
Septembe 30, 200!
Total capital to risk weighted ass
CIB Marine Bancshares, Ir $ (4,04%) (0.64)% $ 50,52¢ 8.00%
CIBM Bank 85,14" 13.9¢ 48,867 8.0 $61,082 10.00%
Tier 1 capital to risk weighted ass
CIB Marine Bancshares, Ir $ (4,04%) (0.64)% $ 25264 4.00%
CIBM Bank 77,36 12.66 24,433 4.0C $36,65C 6.00%
Tier 1 leverage to average as
CIB Marine Bancshares, Ir $ (4,04%) (0.50)% $ 32,523 4.00%
CIBM Bank (1) 77,36z 9.7 31,747 4.0C $39,68¢ 5.00%
December 31, 20C
Total capital to risk weighted ads
CIB Marine Bancshares, Ir $ 65,88¢ 10.04% $ 52,50« 8.00%
Central lllinois Ban 58,45 17.91 26,10« 8.0C $32,63( 10.00%
Marine Banl 40,50¢ 13.31 24,34¢ 8.0C 30,43¢ 10.0¢
Tier 1 capital to risk weighted ass
CIB Marine Bancshares, Ir $ 32,94: 5.02% $ 26,25 4.00%
Central lllinois Ban 54,34( 16.6¢ 13,05: 4.0C $19,57¢ 6.00%
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Marine Banl 36,62« 12.0¢ 12,17« 4.0C 18,26: 6.0C
Tier 1 leverage to average as

CIB Marine Banchares, Inc $ 32,94: 3.58% $ 36,82 4.00%

Central lllinois Ban 54,34( 11.1C 19,577 4.0C $24,47: 5.00%
Marine Banl 36,62« 9.0C 16,27( 4.0C 20,331 5.0C

(1) Pursuant to the C&D, which became effective in ApBI09, the Bank is required to maintain a Tieevekage capital ratio of at least
10% of total assets. At September 30, 2009, thé'Bdrier 1 leverage capital ratio to total assetthe end of the period was 10.18%.

The payment of dividends by banking subsidiariesuigiect to regulatory restrictions by various fatl@nd/or
state regulatory authorities. In addition, dividernghid by bank subsidiaries are further limiteth# effect would
result in a bank subsidiary’s capital being redulseldw applicable minimum capital amounts. CIB Maridid not
receive any dividend payments from the Bank dutirggfirst nine months of 2009, and at Septembe809, the
Bank did not have any retained earnings availabletlie payment of dividends to CIB Marine withourstf
obtaining the consent of its regulators.

Pursuant to the Agreement, so long as the Agreemendins in effect, CIB Marine cannot declare oy pa
dividends without first obtaining the consent sfiiegulator.

Note 15-Loss Per Share Computations

The following provides a reconciliation of basidadiluted loss per share from continuing operations

Quarter Ended Septembe 30. Nine Months Ended Septembe 30.
2009 20e8 2009 20e8
(Dollars in thousands, except share and per shareath)
Loss from continuing operatic $ (14,629 $ (10,11¢) $ (30,760 $ (26,84€)
Weighted average shares outstanc
Basic 18127,94z 18,333,77 18247,82¢ 18,333,77¢
Effect of dilutive stock options outstand — — — —
Diluted 18127,94: 18,333,77 18247,82¢ 18,333,779
Per share los
Basic $ (081 $ (055 $ (169 % (1.46)
Effect of dilutive stock options outstand — — — —
Diluted $ (081) $ 055 $ (169 $ (1.46)

Because CIB Marine had a net loss from continuipgrations in all periods presented, options to Ipase
896,012 and 1,124,365 shares for the quarters eaded978,254 and 1,167,790 shares for the nindhw@nded
September 30, 2009 and 2008, respectively, werki@ad from the calculation of diluted loss per ghsince their
assumed exercise would be anti-dilutive.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion and analysis presents Bine’s consolidated financial condition as of tepber
30, 2009 and results of operations for the quaatet nine months ended September 30, 2009. ThisisfEmn
should be read together with the consolidated irrstatements and accompanying notes containBarinl, Item
1 of this Form 10-Q, as well as CIB Marine’s 20@81R 10-K.

The Company is currently operating under Chapteofihe Bankruptcy Code. The bankruptcy case isugised
in detail in Note 2-Pre-packaged Plan of ReorgdimmaPursuant to Chapter 11 of the Bankruptcy Ctui¢he
financial statements in Part |, Item 1 of this FatfrQ. The reorganization goals are to maximizenpnise value
during the reorganization process and to emerga f@hapter 11 as soon as practicable as a sustajnaable
company.

FORWARD-LOOKING STATEMENTS
This quarterly report on Form 10-Q contains stat@msi¢éhat constitute “forward-looking statementsthin the

meaning of the Private Securities Litigation RefoAnt of 1995. CIB Marine intends these forward-lowk
statements to be subject to the safe harbor crélageeby and is including this statement to auag@lf of the safe
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harbor. Forward-looking statements are identifiediegally by statements containing words and phrasel as
“may,” “project,” “are confident,” “should be,” “@dict,” “believe,” “plan,” “expect,” “estimate,” ‘aticipate” and
similar expressions. These forward-looking statemeeflect CIB Marine’s current views with respeotfuture
events and financial performance, which are sulj@ahany uncertainties and factors relating to GABrine’s
operations and the business environment, whichdathéinge at any time.

” o ” o«

There are inherent difficulties in predicting fagtahat may affect the accuracy of forward-lookstgtements.
These factors include those referenced in Patem [LA-Risk Factors of CIB Marine’s 2008 Form 104hd as
may be described from time to time in CIB Marinsishsequent Securities and Exchange Commission ()SEC
filings, and such factors are incorporated hersgjrrdference. See also Part II, Item 1-Legal Proogsdof this
Form 10-Q.

These risks and uncertainties should be consideredaluating forward-looking statements, and undii@nce
should not be placed on such statements. CIB Matoes not assume any obligation to update or remige
forward-looking statements subsequent to the datetich they are made, whether as a result of mégvration,
future events or otherwise.

Reorganization Proceedings under Chapter 11 of thBankruptcy Code

The Company is operating as a debtor under Chafptef the Bankruptcy Code in the Bankruptcy Coartthe
Eastern District of Wisconsin (Case No. 09-333MR).subsidiary of the Company is a debtor in thekbaptcy.

The bankruptcy case is being jointly administeraith the Debtor managing its business as a delstor i
possession subject to the supervision of the BantkyuCourt. The Company has determined that a pgad
Chapter 11 case would severely damage its ongaisiméss operations and threaten its viability gsiag concern.
The pre-packaged nature of the Plan allows the ddbtexit Chapter 11 quickly, while the provisioofsthe Plan
allow the Debtor to meet its regulatory capitaldeand de-lever its balance sheet, thereby bettgtigning it to
seek a strategic partner.

Although there is currently no active trading marf@ shares of CIB Marine’s common stock, the canm
stock is quoted on the Pink Sheets under the tgaslimbol “CIBHQ.PK”.

Pre-petition Claims

Most persons and entities asserting pre-petitiamd against the Company were required to file fsrob claim
in the Bankruptcy Court by October 21, 2009. ThanPaddresses the proposed treatment of allowemhsland
provides for the resolution of remaining claimsafmergence from Chapter 11.

Pre-petition Debt

The Debentures and the unpaid accrued interestld7.8 million are characterized as unsecured debt f
purposes of the reorganization proceedings andreteed obligations are classified as liabilitiashject to
compromise in CIB Marine consolidated balance shastof September 30, 2009. In accordance with 83&;
following the Filing Date, the recording of interesxpense on debt classified as liabilities subjeatompromise
was discontinued. The Plan addresses the proposstdhent of the claims of the holders of the Delest through
the issuance of preferred stock upon emergence Bamkruptcy.

Plan of Reorganization

As stated above, the Company filed the Plan anddlaed disclosure statement (the Disclosure Siant€)
with the Bankruptcy Court on September 15, 2009Q00tober 29, 2009, the Bankruptcy Court confirntesl Plan.

No assurances can be given regarding the abilitgorisummate the Plan to affect quick emergence from
Chapter 11, the impact that events occurring duttilegreorganization process will have on CIB Masnaisiness
and financial results or the other factors desdrite this paragraph. See Note 2-Pre-packaged Pfan o
Reorganization Pursuant to Chapter 11 of the BatkyuCode in Part | in this Form 10-Q, Liquiditycaapital
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Plan Update, Forward-Looking Statements above terd 1A, “Risk Factors,” in CIB Marine’s Annual Rep@n
Form 10-K for the year ended December 31, 2008upplemented below in Part Il, Item 1A-Risk Factamsthis
Form 10-Q, for further discussion of the risks amttertainties affecting CIB Marine’s operations amderall
capital. Also, see Subsequent Events Section ih Pdtem 2 of this Form 10-Q for update of bankiayp
proceeding.

As discussed above, the Plan and the DisclosutterSéat describes the anticipated organization, atiosss,
and financing of the reorganized Company. The Dmale Statement contains certain information alibat
Company’s pre-petition operating and financial drigt and the events leading up to the commenceiiettie
bankruptcy case. The Disclosure Statement alsoribescthe terms and provisions of the Plan inclgdiertain
effects of confirmation of the Plan, certain rigictors associated with CIB Marine Preferred Stacke issued
under the Plan, and the manner in which distrimstiof CIB Marine Preferred Stock will be made unither Plan.

Continuation as a Going Concern

CIB Marine’s financial statements have been praparea going concern basis, which contemplatesrugity

of operations, realization of assets and liquidetd liabilities in the ordinary course of busine8s a result of the
bankruptcy filing by the Company, such realizatairassets and liquidation of liabilities is subjéztuncertainty.
While operating as debtor in possession under tbegtion of Chapter 11 of the Bankruptcy Code, Goenpany

may sell or otherwise dispose of assets and ligeidasettle liabilities for amounts other thang@eecorded in its
financial statements, subject to Bankruptcy Coupraval or as otherwise permitted in the ordinaoyrse of
business. CIB Marine’s financial statements asagt@mber 30, 2009 do not give effect to all theisijents to the
carrying value of assets and liabilities that magcdme necessary as a consequence of the Company's
reorganization.

CIB Marine’s continuation as a going concern istoaent upon its ability to manage to the extergsilae the
Risk Factors outlined in Part Il, Iltem 1A of thimdm 10-Q. Accordingly, there is substantial doubbw@ CIB
Marine’s ability to continue as a going concern.

Results of Operations
Overview

During the first nine months of 2009, CIB Marinentaued to focus on the comprehensive capital platined
in the 2007 Form 10-K and updated in the 2008 Fb@AK. The main goals of the capital plan were teohee the
deferral and default of the interest payments anDebentures, maintain “well-capitalized” capitatios at the
Bank, and improve the efficiency of CIB Marine thgh revenue growth and expense management.

Net loss increased to $13.9 million for the thinthger of 2009 compared to a net loss of $11.Zanilfor the
third quarter of 2008. The net loss in the thircaqer of 2009 was greater than the comparable guiart2008
primarily due to the fact that a $4.2 million netig on sale of assets was recorded in the thirdtejuaf 2008,
related to the sale of Citrus Bank. Net loss ingeeiao $30.0 million for the first nine months @08 compared to a
net loss of $28.0 million for the first nine montb&2008. The increase in net loss was due to sedee of $6.7
million in net interest income and a decrease 09 $8illion in noninterest income, largely offset Bydecrease in
provision for credit losses of $0.3 million, a de&se in noninterest expense of $6.4 million andnarease in
income from discontinued operations of $1.8 milli@B Marine continued to accrue interest expensethe
Debentures until entering Chapter 11 on September2@09. The interest on the Debentures was $1l8omi
during the third quarter of 2009 and $6.3 millionthe first nine months of 2009. Reflecting the tomring net
losses recorded during the third quarter of 200@) stockholders’ deficit was $9.4 million at Septber 30, 2009.

In light of the current operating environment arad losses in each year ended since December 33, 20B
Marine and the Bank have continued to work clogéti their respective regulators. CIB Marine rensaimder the
Agreement with its regulator, the Reserve Bank,clwhtontinues to impose certain restrictions andntepy
requirements including, but not limited to:
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» Restrictions on dividend payments and redemptiorshafres of CIB Marine stock without regulatory
approval;
» Adoption of a comprehensive plan to improve earsiing

» Development of a plan to correct and prevent viofet of banking laws and regulations related toiafé
transactions.

In its 2008 Form 10-K, CIB Marine disclosed that Wisconsin state-chartered bank subsidiary attithe,
Marine Bank, stipulated to a C&D with the FDIC atiet WDFI. The terms of the C&D were described ifB Cl
Marine’s 2008 Form 10-K. The C&D became effectiveApril 24, 2009. Failure to adhere to the requieais of
the actions mandated by the C&D could have sulijeltarine Bank to more severe restrictions and chdinetary
penalties. The C&D added no additional requiremeatshe asset quality and loan review program pnesly
implemented by Marine Bank. When Marine Bank mengéti and into CIB Marine’s lllinois state-chartdrbank
subsidiary, Central lllinois Bank, to form CIBM Barnthe C&D was re-affirmed by the FDIC. The IDBREshyet
to formally join in the C&D since consummation dietmerger of the bank charters, yet CIB Marinedvels the
C&D will continue. CIB Marine and the Bank remaionemitted to maintaining adequate capital levelhatBank.
Generally, enforcement actions such as the C&D lwarlifted only after subsequent examinations sunisiiz
complete correction of the underlying issues.

Notwithstanding CIB Marine’s efforts to convert tBebentures into equity through the implementatibthe
Plan, federal or state bank regulators could takereement action, which could include placing Be&nk into
receivership. Although, CIB Marine has provided tRank with $5.0 million of capital during 2008 arzch
additional $4.0 million in 2009, bank regulatorsiltbcontinue to increase minimum capital levelthatBank. The
circumstances described in Part |, Iltem 1, Noté&tigekholders’ Equity (Deficit) of this Form 10-Qorabined with
the continued net losses and in consideration istiag regulatory matters, raise substantial dadstcerning the
ability of CIB Marine to continue as a going concer

The following table sets forth selected unauditezhsolidated financial data. The selected unaudited
consolidated financial data should be read in awtjon with the Unaudited Consolidated Financiat&ments,
including the related notes. As a result of the @@&all reorganization process, a substantial grortif CIB
Marine’s debt obligations in the form of the Dehert are now subject to compromise. Effective athefFiling
Date for reorganization under Chapter 11, intee&pense is no longer accrued on these obligatidmes post-filing
interest expense not recognized in the quarter @nd month periods ended September 30, 2009 ore thes
obligations amounted to $0.4 million.

Selected Unaudited Consolidated Financial Data

At or For the Quarter Ended At or For the Nine Months Endec
Septembe 30 Septembe 30.
2009 20e8 2009 2008
(Dollars in thousands, except share and per shareath)

Selected Statements of Operations De

Interest and widend incom $ 941€ $ 1354 $ 3059 $ 43,43¢
Interest expen: 6,194 8,21¢ 20,57C 26,711
Net interest incorr 3,22z 5,329 10,02: 16,727
Provision for credit loss: 10,C29 10,141 19,230 19,501
Net interest loss after provisidor credit losse (6,€07) (4,812) (9,207) (2,774,
Noninterest incornr 348 4,661 159€ 5,53:
Noninterest expen 8,16¢ 9,87¢ 23,05( 29,49t
Loss from continuing operations before income t (14,€25) (20,030 (30,€61) (26,737)
Incometax expens (benefit (1) 88 99 10¢
Net loss from continuing operation (14.€24) (10,11¢) (30,760) (26,84€)
Discontinued operatior
Pretaxincome from discontinued operatio 711 49: 711 492
Income tax expen — 1,571 — 1,631
Netincome losg) from discontinued operatio 711 (1,07¢) 711 (1,139
Net los¢ $ (13.€13) $ (11,29 $ (30,490 $ (27,984)

Common Share Dat:
Basic loss per sha

Loss from continuing operatio $ 081 $ (055 $ (1690 $ (1.46)
Discontinued operatiol 0.04 (0.C6) 0.04 (0.C7)
Net lost $ 077 ¢ (061) $ (165 $ (1.53

Diluted loss per shat
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At or For the Quarter Ended At or For the Nine Months Endec

Septembe 30 Septembe 30.
2009 20e8 2009 2008
(Dollars in thousands, except share and per shareath)
Loss from continuing operatio $ 081 $ (055 % (169 $ (1.46)
Discontinued operatics 0.0 (0.C6) 0.04 (0.C7)
Net los: $ 077 % (061) $ (165 $ (1.59)
Dividend: — — — —
Book value per sha $ (052 $ 141 % (052 % 141
Weighted average shares outstan-basic 18127,94z 18,333,77 18247,82€ 18,333,77
Weighted average shares outstan-dilutec 18127,94z 18,333,77 18247,82€ 18,333,77
Financial Condition Data
Total assets excluding assets of companies helti§posa $ 778,45¢ % 935984 $ 778,45¢  $ 935,984
Total assets of comnies held for dispos 1,207 1,09z 1,207 1,092
Loans 510,79¢ 582,59 510,79¢ 582,59C
Allowance for loan losst (20,35¢) (25,979) (20,35¢) (25,973)
Securitie 197,085 29€,084 197,085 29€,084
Deposit: 641,36¢ 683,84: 641,36¢ 683,842
Borrowings, including junior subordinated debeng 96,70C 177,11€ 96,70C 177,11€
Stockholders’ equit (deficit) (9,294) 25,92¢ (9,294) 25,92t
Financial Ratios and Other Date
Performance ratio
Net interest marginl) 1.59% 2.15% 1.60% 2.20%
Net interest sprea) 116 164 115 1.€2
Noninterest income to average as<3) 0.17 1.85 0.25 0.72
Noninterest expense to average a: 3.98 3.93 3.64 381
Efficiency ratio 4) 228.7¢ 98.89 198.3¢ 13251
Loss on average asse5) (7.19 (4.02) (4.86) (347)
Loss on averag(equity) deficit (6) (8) NM (1C9.38) (787.5%) (70.54)
Asset quality ratio:
Nonaccrual loans, restructured loans and loansa9§
or more past due and still accruing to total loghs 9.18% 3.84% 9.18% 3.84%
Nonperforming assets and loans 90 days or more
due and still accruing to total assets (7) 6.19 .502 6.19 2.50
Allowance for loan losses to total loai7) 3.9¢ 4.46 3.9¢ 4.46
Allowance for loan Isses to nonaccrual loal
restructured loans and loans 90 days or more past d
and still accruing (7) 43.40 116.14 43.4C 116.14
Net charg-offs annualized to average lo. 5.2¢ 445 4.5¢ 311
Capital ratios
Total (deficit) equity to ttal assets7) (1.21)% 2.77% (1.21)% 2.77%
Total risk-based capital rat (0.64) 11.91 (0.64) 11.91
Tier 1 risk-based capital rat (0.64) 5.96 (0.64) 5.96
Leverage capital rat (0.50 4.16 (0.50 4.16
Other date
Number of erployees (ful-time equivalen 165 200 165 20C
Number of banking facilitie 17 19 17 19

(1) Net interest margin is the ratio of annualized interest income, on a tax-equivalent basisvirage interest-earning assets. In the future,
CIB Marine does not expect to realize all of the hanefits associated with tax-exempt assets dealistantial losses and at September 30,
2009 and 2008, no U.S. federal or state loss cackypotential remains. Accordingly, the 2009 an@8terest income on tax-exempt
earning assets has not been adjusted to refle¢axhequivalent basis. If 2009 and 2008 had beewston a tax-equivalent basis of 35%,
the net interest margin would have been 1.59% ab@92 for the quarter and 1.60% and 2.21% for tine mionths ended September 30,
2009 and 2008, respectively.

(2) Net interest rate spread is the yield on awematprest-earning assets less the rate on avaregest-bearing liabilities.

(3) Noninterest income to average assets exclugies gnd losses on securities.

(4) The efficiency ratio is noninterest expenseidi#id by the sum of net interest income, on a taxwdent basis, plus noninterest income,
excluding gains and losses on securities.

(5) Loss on average assets is annualized netilosied by average total assets.

(6) Loss on average (equity) deficit is annualiretiloss divided by average common equity (deficit)

(7) Assets of companies held for disposal are deduor ratio calculations.

(8) Not meaningful, average equity is negativetifi@r quarter ended September 30, 2009.

Net I nterest I ncome

The following table sets forth information regamliaverage balances, interest income, or intergstrese, and
the average rates earned or paid for each of CIBN&a major asset, liability and stockholders’ igudeficit)
categories. Interest income on tax-exempt secsiritgs not been adjusted to reflect the tax equivéddasis, since
CIB Marine does not expect to realize all of thehanefits associated with these securities dsaibstantial losses
incurred. There were no tax-exempt loans duringfits¢ nine months of 2009 and 2008. See the Incdrae
discussion for additional information. As a resfithe Chapter 11 reorganization process, a sutistgortion of
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CIB Marine’s debt obligations in the form of the lgmtures are now subject to compromise. Effectsr@fathe
Filing Date for reorganization under Chapter 11eliest expense is no longer accrued on these tbliga The
post-filing interest expense not recognized ingbarter and nine month periods ended Septemb&089, on these
obligations amounted to $0.4 million.

Quarter Ended September 30,

2009 2008
Average Interest Average Average Interest Average
Balance Earned/Paid _Yield/Cost Balance Earned/Paid _Yield/Cost

(Dollars in thousands)
Asset:
Interest-earning assets
Securitie (1):

Taxable (3) $ 218,648 $ 2,732 5.00% $ 320,160 $ 3,986  4.98%
Tax-exempt (2) 307 4 5.21 630 8 5.08
Total securities 218,955 2,736  5.00 320,790 3,994 4.98
Loans held for sale (3) 5,133 6 0.46 963 13 5.37
Loans (3)(4)(5):
Commercial 76,670 980 5.07 82,129 1,150 5.57
Commercial real estate (6) 332,605 4,063 4.85 412,710 5,831 5.62
Consumer 105,729 1,587 5.96 126,285 2,276 7.17
Total loans 515,004 6,630 5.11 621,124 9,257 5.93
Federal funds sold, reverse repo and interestiigari
due from banks 68,607 44 0.25 43,914 284 2.57
Total interest-earning assets 807,699 9,416 4.64 986,791 13,548 5.47
Noninterest-earning assets
Cash and due from banks 9,168 15,071
Premises and equipmi (5) 5,272 7,12¢
Allowance for loan losses (5) (18,492) (2231
Receivables from sale of stock — (51)
Accrued interest receivable and other a: (5) 9427 14,08€
Total noninterest-earning assets 5,375 13,916
Total assets $ 813,074 $ 1,000,707
Liabilities and Stockholders’ Equity (Deficit)
Interest-bearing liabilities
Deposits
Interest-bearing demand deposits $ 30,937 $ 25 0.32% $ 36,453 $ 61 0.67%
Money market 112,703 320 1.13 137,725 670 1.94
Other savings deposits 8,578 4 0.19 11,347 21 0.74
Time deposits (6) 459,776 3,761 3.25 478,234 4,481 3.73
Total interest-bearing deposits (5) 611,994 4,110 2.66 663,759 5,233 3.14
Short-term borrowings 12,837 15 0.46 110,246 578 2.09
Long-term borrowings 21,000 216 4.08 19,826 215 431
Pre-petition debt (Junior subordinated debentures) 61,857 1,853 11.98 61,857 2,193 14.18
Total borrowed funds 95,694 2,084 8.70 191,929 2,986 6.21
Total interest-bearing liabilities 707,688 6,194 3.48 855,688 8,219 3.83
Noninterest-bearing liabilities
Noninterest-bearing demand deposits (5) 57,469 63,371
Accrued interest and other liabilities (5) 50,289 44,849
Total noninterest-bearing liabilities 107,758 108,220

Total liabilities 815,44¢ 963,90€

Stockholders’ equity (deficit) (2,372) 36,799
Total liabilities and stockholders’ equity (deficit $ 813,074 $ 1,000,707

Net interest income and nt interest spread (2)(7 $ 3,222 1.16% $ 5,329 1.64%

Net interest-earning assets $ 100,011 $ 131,103
Net interest margin (2)(8) 1.5% 2.1%
Ratio of average interest-earning assets to

average interest-bearing liabilities 1.14 1.15

(1) FHLB and Reserve Bank stock are included iraye balance and yields.

(2) In the future, CIB Marine does not expect talize all of the tax benefits associated with tagrapt assets due to substantial losses it has
incurred, and at September 30, 2009 and 2008, 8o federal or state loss carryback potential resnakecordingly, 2009 and 2008 are
not presented on a tax-equivalent basis. If 20@P2008 had been shown on a tax-equivalent ba8§%, the net interest margin would
have been 1.59% and 2.16%, respectively.

(3) Balance totals include respective nonaccrusgtas

(4) Interest earned on loans includes amortized flees of $(0.02) million and $0.1 million for qtens ended September 30, 2009 and 2008,
respectively.

(5) Includes assets and liabilities of branched Fal sale or sold during 2008.
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(6) Interest rates and amounts include the effefotierivatives entered into for interest rate risknagement and accounted for as fair value
hedges.

(7) Netinterest rate spread is the yield on avematgrest-earning assets less the rate on aviertggest-bearing liabilities.

(8) Netinterest margin is the ratio of annualired interest income, on a tax-equivalent basiayérage interest-earning assets.

Nine Months EndedSeptembe 30,

2009 2008
Average Interest Average Average Interest Average
Balance Earned/Paid _Yield/Cost Balance Earned/Paid _Yield/Cost
(Dollars in thousands
Asset:
Interest-earning asset
Securitie (1):
Taxable (3) $ 24547¢ % 9,462 514% $ 32976C $ 12,34< 4.99%
Tax-exempt (2 308 12 5.18 86¢ 34 5.22
Total securitie 245,78¢ 9,47E 5.14 330,62¢ 12,377 4.99
Loans held for sa (3) 4934 24 0.65 384 17 5.91
Loans (3)(4)(5.
Commercig 7781z 2,963 5.09 78,031 3,452 591
Commercial real este (6) 339,11¢ 12,687 5.00 412301 19,85¢ 643
Consume 112,37¢ 5,22¢€ 6.22 12724¢ 6,554 6.88
Total loan: 528,30¢ 20,876 5.27 617,581 29,86€ 6.46
Federal funds soldeverse reo andinteres-bearing
due from bank 58,652 21¢ 0.50 66,26( 1,17¢ 2.37
Total interes-earning asse 838,68: 30,59z 487 1,014,852 4343¢ 571
Noninterest-earning asset
Cash and due from bar 9,86¢ 1550¢€
Premises and equipmi (5) 5,50€ 8,18C
Allowance for loan losst (5) (17,799 (21,080)
Receivables from the sale of st (17) (74)
Accrued interest receivable and otasset (5) 9,947 15,532
Total nonintere-earning asse 7,50€ 18,06€
Total asse’ $ 84618¢ $ 1,03291¢
Liabilities and Stockholders’ Equity
Interest-bearing liabilities
Deposits
Interes-bearing demand depos $ 3237¢  $ 85 035% $ 3799 $ 21z 0.75%
Money marke 114,23C 1,107 1.30 152,002 2,724 239
Other savings depos 8,45¢ 13 021 13,442 87 0.86
Time deposits (¢ 475,621 12,247 344 473,227 14,70 415
Total interes-bearing deposi (5) 630,68E 13452 2.85 676,667 17,72€ 350
Borrowings-shor-terrr 22,31¢€ 10¢ 0.65 118,27¢ 193¢ 219
Borrowings-long-term 23,484 72¢€ 413 14,62¢ 48¢ 447
Pre-petitiondebt (Junior subordinated debeles 61,85] 6,282 13.54 61,85 6,561 14.14
Total borrowed func 107,657 7,11¢ 8.82 194,765 8,98t 6.15
Total interes-bearing liabilitie: 738,342 20,57C 3.72 871,43C 26,711 4.09
Noninteresi-bearing liabilities
Noninteret-bearing demand depos (5) 54,711 69,423
Accrued interest and other liabilit (5) 47914 41,232
Total nonintere-bearing liabilitie: 102,62E 110,655
Total liabilities 840,967 982,08t
Stockholders’ equit 5222 50,834
Total liabilities and stockholders’ equ $ 84618¢ $ 1.C3291¢
Net interest income and net interest spread (2)( $ 10,02: 1.15% $ 16,727 1.62%
Net interest-earning asset $ 100341 $  14342:
Net interest margin (2)(8) _ 1.60% _ 2.20%
Ratio of average interes-earning assets tc
average interest-bearing liabilities 1.14 1.16

(1) FHLB and Reserve Bank stock are included iraye balance and yields.

(2) In the future, CIB Marine does not expect talize all of the tax benefits associated with tagrapt assets due to substantial losses it has
incurred, and at September 30, 2009 and 2008, 8o federal or state loss carryback potential resnakecordingly, 2009 and 2008 are
not presented on a tax-equivalent basis. If 20@P2008 had been shown on a tax-equivalent bas8§%f the net interest margin would
have been 1.60% and 2.21%, respectively.

(3) Balance totals include respective nonaccrusgtas

(4) Interest earned on loans includes amortized feas of $0.01 million and $0.3 million for thenaimonths ended September 30, 2009 and
2008, respectively.

(5) Includes assets and liabilities of branched Fal sale or sold during and 2008.

(6) Interest rates and amounts include the effetcterivatives entered into for interest rate nisknagement and accounted for as fair value
hedges.

(7) Netinterest rate spread is the yield on avematgrest-earning assets less the rate on aviertggest-bearing liabilities.

(8) Netinterest margin is the ratio of annualined interest income, on a tax-equivalent basiay&yage interest-earning assets.

Net interest income decreased $2.1 million and $6ilion for the three and nine month periods ended
September 30, 2009 compared to the same peridB30B. The decrease in net interest income was ghntkiven
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by an overall reduction in earning assets. Th® maftitotal average interest-earning assets to satetage interest-
bearing liabilities decreased from 1.15 and 1.16le three and nine month periods ended Septe&ihet008 to

1.14 and 1.14 for the comparable periods of 2088pectively, as the volumes of earning assetsraeti$179.1
million and $176.2 million while interest-bearinigbilities declined $148.0 million and $133.1 nuli between
these periods, respectively. In addition, for bttle quarter and the nine months ended SeptembeR(BIY

compared to the same periods in 2008, the peroempddower yielding fed funds sold, reverse repassh
agreement transactions and interest-bearing dua tvanks, as well as high cost Debentures increased

proportion of interest-bearing liabilities. Althdugt has had a negative effect on net interestrirgoCIB Marine

made the decision to hold a higher level of lowietding fed funds sold, reverse repurchase agreetramsaction
and interest-bearing due from banks relative terggt-bearing liabilities to improve the liquidifthe Bank.

Total interest income decreased $4.1 million, 043§ from $13.5 million for the three month periedded
September 30, 2008 to $9.4 million for the complergderiod in 2009. The decrease was primarily cdwsethe
reduction in earning assets. The decrease in avan@gmes of interest-earning assets accounted 2.6 million
decrease in interest income, with $1.2 million doe decline in investment securities and $1.4ionlldue to a
decline in loans, and the decline in average yieldsinterest-earning assets accounted for the rengai$1.5
million decline in interest income. The declineawerage yields on interest-earning assets was phyntiaue to a
decline in yields on loans due to the lower interate environment and the increase in nonaccoaeld, and due to
the proportion of lower yielding fed funds soldyeese repurchase agreement transactions and trbersng due
from balances to total interest-earning assets.

Total interest income decreased $12.8 million, @5%, from $43.4 million for the nine-month periedded
September 30, 2008 to $30.6 million for the nineathaperiod ended September 30, 2009. The declingénest-
earning assets volume caused $7.2 million redudtianterest income, with a $3.3 million reductifvom a decline
in investment security volumes and a $3.9 milli@duction from a decline in loan volumes. In addifi$5.5
million of the reduction in interest income wasribtitable to lower average yields on loans the Itesfua lower
interest rate environment, an increase in non-at¢oans and due to an increase in the proportidoveer yielding
fed funds sold, reverse repurchase agreement ttémss and interest-bearing due from balancestal toterest-
earning assets.

Total interest expense decreased $2.0 million &2 million in the third quarter of 2008 to $6.2lmon in the
third quarter of 2009. The decline in interest exqee was predominantly the result of lower inter@sits on
interest-bearing deposits, the largest componenintdrest-bearing liabilities. The average cost deposits
decreased from 3.14% to 2.66% or $1.1 million fridra third quarter of 2008 to the third quarter 609. The
$51.8 million decline in average volumes of intétesaring deposits contributed $0.3 million to thecline in
interest expense. Additionally interest expenséamowings declined $0.9 million primarily due t&a7.4 million
decline in short-term borrowing volumes. Beginning004, CIB Marine elected to defer all intereayments due
on its Debentures. Interest accrues on each afdéfered payments at the coupon rate of the Delesjtareating a
compounding effect for the interest expense ofQkbentures. This causes interest expense for therDares to
increase each year and become an increasing pageeot total interest expense and total averageast-bearing
liabilities. Interest expense on the Debenturesessmted 29.9% and 26.7% of total interest expdusag the third
qguarter of 2009 and 2008, respectively. In addjtibre total average earning assets have decreasddng the
interest expense burden of the Debentures evetegrddie interest expense due to the Debenturasakesd $0.3
million for the third quarter of 2009 compared ke tsame period of 2008 due to the discontinuanceaaignizing
interest expense accruals after the Filing Date.

Total interest expense decreased $6.1 million f@®.7 million for the nine month period ended Setiier 30,
2008 to $20.6 million for the comparable period esh@&eptember 30, 2009. A decline of $3.7 millioriniterest
expense was attributable to the 37 basis pointedserin the average cost of interest-bearing ili@silresulting
from a 65 basis point decline in the average cbsiterest-bearing deposits reflecting the repdoof deposits in a
lower rate environment. The remaining $1.2 milliohthe decline in interest expense was due to dindemn
average interest-bearing liabilities. Interest exgmeon the Debentures represented 30.5% and 24.8¥aldnterest
expense during the nine-month period ended SepteBih@009 and 2008, respectively.

CIB Marine’s net interest margin, which is the oatif net interest income to average interest-egrassets,
decreased by 56 basis points during the third quaft 2009 compared to the third quarter of 2008 &s net
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interest spread, which is the difference betweenrélte earned on average interest-earning asstthamate paid
on average interest-bearing liabilities, decredsed8 basis points during the same period. In &ddithe average
yield on earning assets declined by 83 basis paimtisthe average cost of deposits declined by 48 p@ints over
the period. The declines are largely attributabl€l) lower total interest-earning assets relatoveéhe decline in
interest-bearing liabilities, caused primarily byealuction in total loan and total securities ageraolumes (2) the
increase in average volumes of fed funds sold,rseveepurchase agreement transactions and intexastig due
from banks relative to interest-bearing liabiliti@& the increase in non-performing loans and ié)increase in the
high cost Debentures as a proportion of total egtebearing liabilities. The net interest margircloeed by more
than the net interest spread due to lower earrsegtaields funded by noninterest-bearing liak#itand capital.

CIB Marine’s net interest margin decreased by &spoints during the nine months ending on Sepé&zsr80,
2009 compared to the same period of 2008, anceiténterest spread decreased by 47 basis poinitsgdilve same
period. The average yield on earning assets detchye84 basis points and the average cost of dspadsclined by
65 basis points over the period. The declinesamgely attributable to (1) lower total interesty@ng assets relative
to interest-bearing liabilities caused primarily &yeduction in total loan and total securitiesrage volumes (2)
the increase in average volumes of fed funds selkrse repurchase agreement transactions andstntaaring
due from banks relative to interest-bearing lidiei (3) the increase in non-performing loans ah)dl{e increase in
the high cost Debentures as a proportion of totarést-bearing liabilities. The net interest mawdgclined by more
than the net interest spread due to lower earrsegtaields funded by noninterest-bearing liake#itand capital.

The following table presents an analysis of charigeset interest income resulting from changesvarage
volumes of interest-earning assets and interegirggkabilities, and average rates earned and:paid

Quarter Ended Septembe 30, 209 Nine Months Ended Septembe 30, 20(9
Compared to Compared to
Quarter Ended September 30, 2008 (3) Nine Months Ended September 30, 2008 (3)
Volume Rate Total % Change  Volume Rate Total % Change

(Dollars in thousands’
Interest Income

Securitie-taxable $(1,269) $___ 15 $(1,259 (3146)%  $(3239 $359 $(2,880) (23.33)%
Securitie-tax-exempt(1 (4 — (4) (50.00) (22 — (22 (64.71)
Total securitie (2) (1,273) 15 (1,25¢) (31.50) (3,261) 359 (2,902) (23.45)
Loans held for sa 13 (20 ) (53.85 34 (27) 7 4118
Commercis (73) 97) 70 (14.78) (10) (480) (490 (14.19)
Commercial real este (1,039 (734) (1,76€) (30.32) (3,182 (3,990) (7,172) (36.112)
Consume (337) (352) (68¢S) (30.27) (72§) (600) (1,32¢) (20.26)
Total loans (including fee (1,444) (1,183) (2627) (28.38) (3,920) (5,070) (8,990 (30.10)
Reverse repurchase securitiederal funds so and
interest-bearing due from banks 105 (345) (240) (84.51) (122) (838) (960) (81.49)
Total interest income ( (2599 (1,533) (4,132) (30.50) (7,269) (557€)  (12,84%) (29.57)
Interest Expens¢
Interes-bearing demand depos (8) (28) (36) (59.02) (27) (200) (127) (59.91)
Money marke (1206) (244) (350 (52.24) (56€) (1,049 (1,617) (59.36)
Other savings depos (4) (13) 17 (80.95) (24) (50) (74) (85.06)
Time deposit (165) (555) (720 (16.07) 73 (2529 (2,456€) (16.70)
Total deposit (289%) (840) (1,129%) (21.46) (546) (3,72¢) (4,274) (24.11)
Borrowings-shor-ternm (299) (264) (563) (97.40) 979 (847) (1,82¢) (94.37)
Borrowings-long-term 13 (12) 1 0.47 276 (3¢ 237 48.47
Junior subordinated debentu — (340 (340 (15.50) — (278, (278; (4.24)
Total borrowed func (286) (61€) (902) (30.21) (709) (1,164 (1,867 (20.78)
Total interest expen (56¢9) (1,45€) (2,025) (24.64) (1,249 (4,892) (6,141) (22.99)
Net interest income (1 $(2030) § (77) $(2107) _ (3954 §(6020) $ (684) $(670  __ (4008)

(1) In the future, CIB Marine does not expect talize all of the tax benefits associated with tagrapt assets due to substantial losses it has
incurred, and at September 30, 2009 and 2008, 8ofederal or state loss carryback potential remaiacordingly, 2009 and 2008 are not
presented on a tax-equivalent basis.

(2) FHLB and Reserve Bank stock are included imaye balance and yields.

(3) Variances which were not specifically attrithleato volume or rate have been allocated propuatip between volume and rate using
absolute values as a basis for the allocation. blomal loans were included in the average balansed in determining yields.

Provision for Credit Losses

The provision for credit losses represents changede to earnings in order to maintain an adequkteance
for loan losses and losses on unfunded commitrreemdsstandby letters of credit. The provision faedit losses
was $10.0 million in the third quarter of 2009 cargd to $10.1 million in the third quarter of 206&r the nine
months ended September 30, 2009, the provisionréatit losses was $19.2 million compared to $19il6om for
the first nine months of 2008. Net charge-offs w&t8.1 million during the first nine months of 206@mpared to
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$14.4 million during the same period of 2008.

The provision for credit losses has been advemsidgted by the economic environment and in paicfor its
home equity loan pools and its construction ancetigment loans. Provision for credit losses fortthied quarter
of 2009 and 2008 attributable to home equity loanlp was $4.6 million and $5.1 million, respectiyednd $1.6
million and $7.0 million, respectively, for the ciruction and development loans. Provision for itledses for the
nine months ended September 30, 2009 and 200Buasthle to home equity loan pools was $10.7 milkon $9.7
million; respectively, and $3.7 million and $10.7lion, respectively, for construction and develagmhloans.

Noninterest | ncome

The following table presents the significant comgras of noninterest income:

Quarter Ended Nine Months Endec
Septembe 30. Septembe 30
2009 20e8 2009 20e8
(Dollars in thousands
Loan fee $ 21 $ 86 $ 11€ $ 152
Deposit service charg 247 231 70¢ 744
Other service fer 36 27 96 10C
Other incom 6 162 9 34¢
Gain on sale of securiti — — 551 —
Net gain on sale of ass and deposi 38 4,15¢ 11¢£ 4,18¢
$ 348 $ 4,66] $ 1,59€ $ 553

The decrease in noninterest income for the quarndrnine-months ended September 30, 2009 compatéé t
same periods in 2008 was primarily due to a $4.Riami gain recognized on the sale of all the brasgh
substantially of all the deposits and the majooityhe loan portfolio of CIB Marine’s Florida bamig subsidiary,
Citrus Bank, during the third quarter of 2008. Tdexrease was also due to interest on a 2002 feidemhe tax
refund received during the third quarter of 2008 eecorded in other income.

Noninterest Expense

The following table presents the significant comgruts of noninterest expense:

Quarter Ended Nine Months Endec
Septembe 30 Septembe 30
2009 20e8 2009 2008
(Dollars in thousands
Compensation and employee ben $ 2,945 $ 426€ $ 9,95¢ $ 13,08C
Equipmen 379 42t 1,03¢ 1551
Occupancy and premis 507 745 1,637 2,19¢
Professional servic 1.34¢€ 1,50¢ 3,44C 3,247
Reorganization expise 122 — 122 —
Write down of asse 721 — 1,27: —
Net othe-thar-temporary impairment recognized in earn 18€ 52t 21z 52t
Other expense
Payroll and other processing chai 2 25 40 67
Correspondent bank char 64 55 22t 177
Advertising/marketin 10¢ 167 211 454
Communication 193 19C 567 647
Data processir 272 278 72% 85¢E
Supplies and printir 50 54 12¢ 17z
Shipping and handlir 82 111 23C 30¢
Collection expens 227 6 26¢ 17
FDIC ard state assessm 31¢ 274 144C 627
Recording and filing fet 57 42 121 14¢
Foreclosed proper 34 38 11¢€ 30C
Litigation reserv — 40C — 3,40(
Other expens 551 774 1,365 1,71¢
Total other expen: 1,96C 2,40¢ 5372 8,893
Total noninterest exper $ 8.16¢ $ 9.87¢ $  23.05( $ 2949
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Total noninterest expense decreased $1.7 milliord,7a3%, from $9.9 million for the third quarter 908 to
$8.2 million for the third quarter of 2009. The eicrease was primarily a result of the following:

Compensation and employee benefits expense dedrg§dsg million, or 31.0%, from $4.3 million for the
third quarter of 2008, to $3.0 million for the tthiquarter of 2009. The decrease was primarily dustaff
reductions related to the sale of Citrus Bank dutime third quarter of 2008 and other reductionfeice
completed during the first and second quartersO802 The total number of full-time equivalent ermyges
decreased from 200 at September 30, 2008 to 188member 30, 2009.

Equipment and occupancy expense together decr&is8dmillion, or 24.3%, during the third quarter of
2009 compared the third quarter of 2008 primarilg do the sale of Citrus Bank during the third ¢graof
2008.

Litigation reserve was $0.4 million for the thirdayter of 2008 related to the Lewis litigation @hscussed
further in the 2008 Form 10-K). There was no litiga reserve for the third quarter of 2009.

OTTI decreased $0.3 million, or 64.6%, from $0.Hion for the third quarter of 2008 to $0.2 millidar the
third quarter of 2009. See Note 6-Securities Awaddor Sale for further discussion.

Write down of assets was $0.7 million for the thipdarter ended September 30, 2009 primarily dutago
write-off of an intercompany tax receivable fronsabintinued operations.

Total noninterest expense decreased $6.4 millior2109%, from $29.5 million for the nine months edd
September 30, 2008 to $23.1 million for the ninenthe ended September 30, 2009. The net change rmaariby
the result of the following:

Compensation and employee benefits expense dedr&ask million, or 23.9%, from $13.1 million foreh
nine months ended September 30, 2008, to $10.@mflbr the nine months ended September 30, 2008. T
decrease was primarily due to the sale of CitruskBiuring the third quarter of 2008. The total n@mbf
full-time equivalent employees decreased from 20Beptember 30, 2008 to 165 at September 30, 2009.
Equipment and occupancy expense together decr§askdnillion, or 28.6%, during the first nine mositbf
2009 compared the first nine months of 2008 prilpalile to the sale of Citrus Bank during the thquéarter

of 2008.

Professional services increased $0.3 million dutirgfirst nine months of 2009 compared to the spersd

in 2008, primarily due to increased accounting deghl fees associated with CIB Marine’'s efforts to
restructure its TruPS.

Litigation reserve was $3.4 million for the firstne months of 2008 related to the Lewis litigati(as
discussed further in the 2008 Form 10-K). There m@8tigation reserve for the first nine months26i09.

OTTI decreased $0.3 million, or 59.6%, from $0.3lion for the nine months ended September 30, 2608
$0.2 million for the nine months ended September2809. See Note 6-Securities Available for Sale fo
further discussion.

FDIC and state assessment expense was $1.4 nfidiothe first nine months of 2009 compared to $0.6
million for the first nine months of 2008. The irase of $0.8 million was the result of increased@D
assessment fees during the first nine months d® 20énpared to the first nine months of 2008. Irefart to
replenish the Deposit Insurance Fund in the wakih@fecent increase in bank failures in the UnBeates,
the FDIC changed its rate structure in December82@ generally increase premiums effective for
assessments in the first quarter of 2009. Furthevlay 2009, the FDIC issued a rule to impose &ispene-
time assessment against all financial institutionthe second quarter of 2009, payable in the thirarter of
2009. The special assessment for CIBM Bank was $dlién.

Write down of assets was $1.3 million for the nmenths ended September 30, 2009 as a result oita wr
down of two foreclosed properties during the thquéarter of 2009 and the write-off of an intercomypax
receivable from discontinued operations. There wergvrite downs of assets during the first nine therof
2008.
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Reorganization Expenses

Reorganization expense are expenses directly atédbto the Chapter 11 reorganization process.Ngge 2-
Pre-packaged Plan of Reorganization Pursuant tpt€hal of the Bankruptcy Code to our financiatesteents in
Part I, Item 1 of this Form 10-Q for a summaryludge costs.

Income Taxes

No tax benefit has been recognized on the congelidaet operating losses for 2009 and 2008 duggtifisant
federal and state net operating loss carryforwardg/hich the realization of related tax benefitadas “more likely
than not.” In the second quarter of 2009, $0.1liarillof state tax expense was recognized in cororeetith the
finalization of various state tax issues. The qaritig operations income tax expense for the firgeé months of
2008 consisted primarily of the allocation of taxes accordance with tax sharing agreements wittmpamies
included in discontinued operations that would hbeen payable had it not been for the losses frontiruing
operations included in CIB Marine’'s consolidatetlras. The net income tax expense on discontinyetdations
also includes interest and penalty expense on expasure related to a sold subsidiary.

As of December 31, 2008, CIB Marine had aggregat t&deral net operating loss, capital loss arati@ble
contribution carryfowards (collectively, the “TaxtAbutes”) of approximately $199.6 million. In coection with
CIB Marine’s emergence from Chapter 11, it is lkedat the Tax Attributes will be significantly neced due to the
cancellation of indebtedness income. A full valoatallowance has been recorded against the defearedsset
related to these Tax Attributes in the accompangmylensed consolidated balance sheets.

Financial Condition
Overview

CIB Marine’s total assets decreased $126.7 mifiiom $906.4 million at December 31, 2008 to $778illion
at September 30, 2009. The decrease in total asastprimarily due to a $45.5 million decreaseéhlpans and a
$83.4 million net decrease in securities.

Loans Held for Sale

Loans held for sale were $5.0 million at Septem®@r 2009, which comprised $0.2 million in residahti
mortgage loans and $4.8 million in commercial esthte construction loans. Following the sale afuSiBank, the
remaining loans of Citrus Bank were transferredCi® Marine. Of those remaining loans, $4.2 milliorere
transferred to loans held for sale during the tigjucirter of 2008. At September 30, 2009 and Dece®be2008,
loans held for sale with a carrying value of $2.@liom and $2.0 million, respectively, were classif as
nonaccrual. At September 30, 2009 and Decembe2@®18 loans held for sale with a carrying value @53million
and $1.7 million, respectively, were classified8days or more past due and still accruing.

Securities

Total securities at September 30, 2009 were $18ilibn, a decrease of $83.4 million, or 29.7%,rMfr&280.4
million at December 31, 2008. The decrease wasariiyndue to sales, prepayments, repayments andrities
from the existing portfolio, the proceeds of whithive been used predominantly to pay down FHLB kadngs,
time deposits and increase cash and cash equivalitihgs at the Bank. The ratio of total secusitie total assets
was 25.3% at September 30, 2009, compared to 38t Wécember 31, 2008.

The net unrealized loss on available for sale séesiwas $5.5 million at September 30, 2009, camgdo
$10.0 million at December 31, 2008. The net unrzedliloss occurred mainly in other notes and bomdsNon-
agency MBS, resulting from declining credit quakityd ongoing liquidity strains in the financial reets.

At September 30, 2009, 10.0% of the portfolio cetesl of U.S. government agency securities, comptred
16.8% at December 31, 2008, and at September 3®, 20.5% of the portfolio consisted of mortgagekeal
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securities compared to 69.1% at December 31, 2008gations of states and political subdivisionpresented
15.9% of the portfolio at September 30, 2009, caegéo 10.8% at December 31, 2008.

Securities available for sale with a carrying vatdie$158.8 million and $222.3 million at SeptemBB€; 2009
and December 31, 2008, respectively, were pledgedurrent outstanding or contingently availablpaksts and
borrowings with public entities, FHLB advances,ugghase agreements, federal funds purchased, bogedirom
the federal reserve discount window, and for ofheposes as required.

For those securities whose fair value is less #tw@st at September 30, 2009, because CIB Marine does
intend to sell the investment and it is not motkeellf than not that CIB Marine will be required tellsthe
investments before recovery of their amortized tastes, which may be maturity, CIB Marine doesauutsider
those securities to be OTTI; except for the follogri (1) two Non-agency MBS had $0.1 million duritg third
quarter of 2009, and had amortized costs and linegdlosses totaling $3.4 million and $1.5 milli@spectively at
September 30, 2009, and (2) two collateralized déligations with $0.07 million credit related OTdluring the
third quarter of 2009, and amortized costs andalized losses totaling $4.7 million and $3.2 milljeespectively.

Loans

Loans, net of the allowance for loan losses, tdt§4#90.4 million or 62.9% of total assets at Seten30, 2009
compared to $536.0 million or 59.1% of total assat®ecember 31, 2008. The decrease in loans freoember
31, 2008 to September 30, 2009 was primarily dug decrease in construction and development anc lemmity
loans reflecting predominantly repayments, coltediand the impact of charge-offs.

Credit Concentrations

At September 30, 2009 and December 31, 2008, tloitsdlders’ equity of the subsidiary companies|uding
predominantly the Bank and CIB Marine Capital, Liv@as $90.9 million and $99.2 million, with 25% repenting
$22.7 million and $24.8 million, respectively. Ugithis measure for disclosing credit concentratitms subsidiary
companies had no secured borrowing relationshigittatr September 30, 2009 or December 31, 20@&dass of
25% of stockholders’ equity of such subsidiary camips.

Shown in the table below are the concentrationthiénloan portfolio classified by to the 2007 No&merican
Industry Classification System (“NAICS”) codes. Bath September 30, 2009 and December 31, 2008 GlBnk!
had credit relationships within four industry greuwith outstanding balances exceeding 25% of tHisidiary

companies stockholders’ equity.

% of
Subsidiaries Total
Outstanding % of Stockholders’
INDUSTRY Balance Loans Equity
(Dollars in millions

September 30, 20C

Real Estate, Rental & Leas $1€3.7 38% 213%
Constructiol 62.€ 12 69
Health Care & Social Assistar 46.2 9 51
Accommodation & Food Senes 22.7 4 25
December 31, 20C

Real Estate, Rental & Leas $202.¢ 37% 203%
Constructiol 80.¢ 15 81
Health Care & Social Assistar 39.£ 7 39
Accommodation & Food Servic 24.2 4 25

Allowance for Loan Losses

CIB Marine monitors and maintains an allowance lfman losses to absorb an estimate of probable dosse
inherent in the loan portfolio. The allowance isreased by the amount of provision for loan losses recoveries
of previously charged-off loans, and is decreasethb amount of loans charged-off and negative ipions. The
allowance is also increased or decreased for agehiarthe credit quality of segments of the poitfoht September
30, 2009, the allowance for loan losses increas&20.4 million or 4.0% of total loans comparedsi®.2 million,
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or 3.5% of total loans at December 31, 2008. Tloeciase was related to higher levels of nonperfagrteans and
continued elevated levels of charge-offs in thechased home equity pools. Total charge-offs forthivel quarter
of 2009 were $6.9 million, while recoveries were.G§0 million, compared to $7.2 million and $0.2 noif,
respectively, for the same period of 2008. Totargk-offs for the nine months ended September @9 2nd 2008
were $18.5 million and $15.9 million, respectivelhile total recoveries were $0.4 million and $hillion,
respectively. Net charge-offs from the purchasethé@quity loan pools were $9.7 million for the nimenths
ended September 30, 2009. The home equity poolaingmy at September 30, 2009 was $37.4 million caneg to
$52.2 million at December 31, 2009. The allowarmeldan and lease losses for the home equity |l@atspvas
$5.5 million or 14.7% of remaining balance at Segier 30, 2009 and $4.5 million or 8.7% of remairiradgnce at
December 31, 2008. Although CIB Marine believes tha allowance for loan losses is adequate torbhmbable
losses on existing loans that may become uncdilectiiven the conditions of the real estate markats economy
in general, there can be no assurance that theailme will prove sufficient to cover actual loasdes in the future.
In addition, various regulatory agencies, as aagral part of their examination process, periotiicedview the
quality of loans and the adequacy of the allowdncdoan losses and may require CIB Marine to mattditional
provisions to the allowance based upon their judgmabout information available to them at the tiofigheir
examinations.

The ratio of the allowance to nonaccrual, restmgztiand 90 days or more past due and still accloiags was
43.4% at September 30, 2009 compared to 119.4%erbber 31, 2008.

The following table summarizes changes in the alove for loan losses:

Quarter Ended Septembe 30 Nine Months Ended Septembe 30.
2009 20(8 2009 2008
(Dollars in thousands
Balance at beginning of perior $ 17,121 $ 22,64C $ 19,24z $ 20,70¢
Loans chargec-off
Commercie 27) (510 (419 (782)
Commercial real este — (108) (27) (999
Commercial real estate construc (2,744 (3,749 (6,689 (3,757
Residential real est: (657) (497) (1,156 (664)
Home equit (3,430) (2,287) (10,224) (9,627)
Consume (1) (9) (5 (66)
Total loans charget-off (6,859 (7,160) (18,510 (15,890
Recoveries of loans charge-off
Commercie 1 14€ 2C4 15C
Commercial real este — 2 — 993
Commercial real estate construc — 8 — 8
Residential real estz 5 28 17 65
Home equit 61 24 173 287
Consume — 1 2 10
Total loan recoverie: 67 20¢ 396 1512
Net loans charge-off (6,792 (6,951) (18,114 (14,377)
Provision for loan loss (1) 10,02¢ 10,35t 19,220 19,71¢
Allowance for loan loss so — (581, — (581,
Transfer from accrual for unfunded standby lettérsredit
for funded standby letters of credit — 51C — 51C
Ending balance 20,35¢ 25,97¢ 20,35¢ 25,97:
Total loan: $ 510,79« $ 58259C $ 510,79¢ $  58259C
Average total loas 51E,004 621,124 52¢,30¢ 617,581
Ratios
Allowance for loan losses to total lo: 3.99% 4.46% 3.99% 4.4€6%
Allowance for loan losses to nonaccrual loansyuestred
loans and loans 90 days or more past due and still
accruing 43.4C 11€14 43.4C 11€14
Net charg-offs annualized to average total lo¢
Commercie 0.13 176 0.3¢ 1.08
Commercial real estate and commercial real e
construction 3.27 3.71 2.65 1.21
Residential real estate, home equity and cons 15.0¢ 8.63 13.32 10.4¢
Total loan: 5.2¢% 445 4.5¢ 311
Ratio of recoveries to loans char-off 0.9¢ 292 214 9.52

(1) The provision for loan losses as presentedhéncbonsolidated statement of operations is neOd #illion recovery of accrued unfunded
commitments and standby letters of credit for hbthquarter and nine months ended September 38, 200
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Nonperforming Assets and Loans 90 Days or More Past Due and Still Accruing I nterest

The level of nonperforming assets is an importdatent in assessing CIB Marine’'s asset quality trel
associated risk in its loan portfolio. Nonperforgimssets include nonaccrual loans, restructuredslaand
foreclosed property. Loans are placed on nonacataalis when CIB Marine determines that it is pbdbahat
principal and interest amounts will not be collectccording to the terms of the loan agreementodn lis
accounted for as troubled debt restructured (“TDIg&n when a concession is granted to a borroweedonomic
or legal reasons related to the borrower’s findrdifficulties that would not otherwise be consieér CIB Marine
may restructure the loan by modifying the termsetduce or defer cash payments required by the Werraeduce
the interest rate below current market rates fav debt with similar risk, reduce the face amounttef debt, or
reduce the accrued interest. A TDR on nonaccraflists classified as a nonaccrual loan until extada supports a
reasonable assurance of repayment and of perfoemacmording to the modified terms of the loan. Otlds
assurance is reached the TDR is classified agraicaged loan. As of September 30, 2009, theree@&r4 million
TDR loans of which $7.6 million were classified msnaccrual and $0.8 million were classified asroestired
loans. Foreclosed property represents propertigsired by CIB Marine as a result of loan defaultscbstomers.

The following table summarizes the composition ¢ ®Marine’s nonperforming assets, loans 90 daymiore
past due and still accruing, and related assettguatios as of the dates indicated.

Septembe 30, 200! December 31, 20C Septembe 30, 20(8
(Dollars in thousands

Nonperforming Asset:
Nonaccrual loan

Commercie $ 3,775 $ 1792 $ 2,04z
Commercial real este 6,40€ 89C 2,77¢
Commercial real estate construc 33,20¢ 11,418 16,657
Residential real estz 2,74z 96¢ 262
Home equit — — —
Consume — 8 8
46,13: 15,07: 21,74¢€
Loans held for sa 2,601 2,028 —
Total nonaccrual loal 48,73: 17,097 21,74¢
Foreclosed properti 1,28E 98C 1,037
Restructured loal 77¢ — —
Total nonperforming asst $ 50,79¢ $ 18,077 $ 22.78¢
Loans 90 Days or More Past Due and Still Accruir
Commercie $ — $ — 3 57C
Commercial real este — 1,04( —
Commercial real estate construc — — —
Residential real estz — — 45
Home equit — — —
Consume — — —
$ — $ 1,04C % 61¢
Loans held for sa $ 50C $ 168 $ —
Total loans 90 days more past due and still accru $ 50C $ 272( $ 61t
Allowance for loan loss $ 20,35¢ $ 19.24: $ 25973
Tota loans $ 510,79 $ 555,200 $ 582,59C
Ratios:
Nonaccrual loans to total loe 9.03% 2.71% 3.73%
Foreclosed properties to toassets (- 0.17 0.11 0.11
Nonperforming assets to total asset: 6.19 1.77 243
Nonaccrual loans, restructured loans and loansa9® dr more past dt
and still accruing to total loa 9.18 2.9C 3.84
Nonperforming assets and loans 90 da more past due and st
accruing to total assets 6.19 1.8¢ 25C

(1) Assets of companies held for disposal are deduor ratio calculations.

Excluding loans held for sale, nonaccrual loanseased $31.1 million from $15.1 million at Decemi34r,
2008 to $46.1 million at September 30, 2009. Thie raf nonaccrual loans to total loans was 9.03%egttember
30, 2009, compared to 2.71% at December 31, 2008. ificrease reflects the adverse impact of theeotirr
commercial and residential real estate environrmahiding slower sales, higher vacancy rates addaed prices.

At September 30, 2009, CIB Marine had twelve boingwrelationships (loans to one borrower or a grofip
borrowers) each with nonaccrual loan balances gegx of $1.0 million that were not classified aklHer sale.

45



CIBM 10Q for Q3 2009 Draft 5 11/13/2009 2:24 PM

These twelve relationships accounted for $36.7ianilin loan balances, or 79.4%, of nonaccrual loexcduding
those held for sale and 78.6% of total impairech$oarhe total specific allowance attributable testh twelve
borrowing relationships was $3.7 million. Duringetfirst nine months of 2009, $32.6 million of the6$7 million
were added as non-accrual and impaired with relgpetific allowances totaling $3.2 million. At Deaeer 31,
2008, CIB Marine had four borrowing relationshipach with nonaccrual loan balances in excess & $llion
that accounted for $11.1 million, or 73.5% of nacrael loans.

While CIB Marine believes that the value of thelatgral securing the above nonaccrual loans apprates the
net book value of the loans, CIB Marine cannot ewassurances that the value will be maintainethat there
will be no further losses with respect to thesefoa

During the second quarter of 2006, CIB Marine pasdd a $47.8 million pool of fixed rate second leme
equity loans from Residential Funding Corporatiangd during the first quarter of 2007, CIB Marineghased a
$48.2 million closed end pool of fixed rate sectiad home equity loans from Residential Fundingf@oation, a
division of General Motors Acceptance CorporatidhSeptember 30, 2009 the remaining combined balafithe
purchased home equity loan pools was $37.4 milfind loss reserves allocated to these two pool&etb$b.5
million and at December 31, 2008, the aggregatental of these two home equity pools was $52.2anikind loss
reserves allocated to these two pools totaled $dl®n. During 2008, CIB Marine began charging @fi0% of the
outstanding principal of each loan in the purchdsmte equity pools when it becomes 90 days pastAlia result
of this policy change, none of the loans in the Baquity pools were classified as nonaccrual atesaper 30,
2009.

Foreclosed properties were $1.3 million and coedisif six properties at September 30, 2009 compar&d.0
million and nine properties at December 31, 2008rify the first nine months of 2009 CIB Marine aicqd
through foreclosure, one commercial property for9$@illion and then wrote the value down to $0.8lion at
September 30, 2009. Also, another commercial fosst property accounted for $0.4 million, or 35.8%the
balance at September 30, 2009. There was a combiteddwrite down of $0.1 million on two other falesed
properties that were sold during the nine monttgedrSeptember 30, 2009. All foreclosed propertiesevield for
sale.

Loans 90 days or more past due and still accruiteyést are loans which are delinquent with respethe
contractual payment terms of principal and/or iesebut which management believes all contractriatipal and
interest amounts due will be collected. Excludingns held for sale at December 31, 2008, CIB Makizae one
loan for $1.0 million that was 90 days or more ghst and still accruing. Excluding loans held fales there were
no loans 90 days or more past due and still acgrairSeptember 30, 2009.

The ratio of nonperforming assets and loans 90 daysore past due and still accruing to total aseets 6.19%
at September 30, 2009 compared to 1.89% at Dece®ibh@008.

A loan is considered impaired when, based on ctuméormation and events, it is probable that ClRrivie will
be unable to collect the scheduled payments otjpd or interest when due according to the comtiilderms of
the loan agreement. Factors considered by managemedetermining impairment include payment status,
collateral value and the probability of collectingheduled principal and interest payments when doans that
experience insignificant payment delays and paymambrtfalls generally are not classified as imphire
Management determines the significance of paymelatyd and payment shortfalls on a case-by-cass,ldaking
into consideration all of the circumstances surdig the loan and the borrower, including the langftthe delay,
the reasons for the delay, the borrower’s priormpayt records and the amount of the shortfall iatieh to the
principal and interest owed. Impairment is measaea loan-by-loan basis for commercial and cortitya loans
by either the present value of expected future dasts discounted at the loan’s effective intenege, the loan’s
obtainable market price, or the fair value of tt@lateral if the loan is collateral dependent. lin@d loans
increased $32.4 million from $14.2 million at Dedmm 31, 2008 to $46.6 million at September 30, 20Ut
increase was primarily due to $40.6 million of dmidial loans added to impaired loans, offset by’ $8illion in
payments, $4.0 million in charge-offs, $0.9 millitansferred to foreclosed properties and $0.6aniltransferred
to loans held for sale. The decline in performaotéans, and in particular those classified asacorual loans,
caused an increase in impaired loans. The incresftects the adverse impact of the current commakrand
residential real estate environment including slogades, higher vacancy rates and reduced pridesifitrease in
specific allowances related to impaired loans iasegl by an amount that was less than proportidodte increase
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in impaired loans. This is due to charge-offs edato loans and their respective impairment amoants due to
each new impaired loans respective impairment amglgcluding the level of expected discounted déshis and
collateral valuations.

The following table sets forth information regamglimpaired loans:

Septembe 30, 20(9 December 31, 208 Septembe 30, 208
(Dollars in thousands

Impaired loans without a specific allowa $ 26,63: $ 4,362 $ 1,80z
Impaired loans with a specific allowat 19,96t 9,78¢ 19,752

Total impaired loar $ 46,59¢ $ 14,152 $ 21,55¢
Specific allowance related to impaired lo $ 5,07¢ $ 3,847 $ 9,52¢

Potential Problem Loans

The level of potential problem commercial, commarcgal estate and commercial real estate congtrulctans
(“Potential Problem Loans”) is another factor inedenining the level of risk in the portfolio and determining the
level of the allowance for loan and lease loss.e®idl Problem Loans are those rated as substanulard
management but that are not in a nonperformingistdthe circumstances of each borrower presentsghndoubt
as to the ability of the borrower to comply withetontractual repayment terms of their loans so ttiey are
considered Potential Problem Loans. The PotentiablBm Loans cover a diverse range of businesseésreal
estate property types. At September 30, 2009, RatdProblem Loans totaled $23.7 million, compateds17.7
million at December 31, 2008. The $6.0 million im&se in Potential Problem Loans was due to a $hili®n
increase in commercial real estate, a $7.1 miliecrease in commercial real estate constructioragb@?2 million
decrease in commercial loans of this category. dureent rise in and level of Potential Problem Loaighlights
management’s continued heightened level of uncdytaif the pace, magnitude and duration at whicbramercial
credit and any related collateral may deteriorate.

Companies Held For Disposal

At September 30, 2009, assets and liabilities ofiganies held for disposal consists entirely of rémaining
assets and liabilities of CIB Marine’s wholly ownsedbsidiary, CIB Construction, including CIB Constiion’s
subsidiary Canron. The gross consolidated assetsiailities of CIB Construction are reported segaly on the
consolidated balance sheets at their estimateddatjon values less costs to sell. Banking regoretilimit the
holding period for assets not considered to be @sible banking activities and which have been aequin
satisfaction of debt previously contracted to fiwears, unless extended. CIB Construction is sulijedhese
restrictions, and CIB Marine has received an extenfom its banking regulator to hold Canron um#&cember
31, 2009.

CIB Construction acquired 84% of the outstandiruglstof Canron through loan collection activities2@02. In
the third quarter of 2003, the Board of DirectofsCanron authorized management to cease operatingo@ and
commence a wind down of its affairs, including duwtary liquidation of its assets. In August 20@gnron
authorized and began liquidation distributionsttoshareholders, and in December 2006, Canron Ailéidles of
Dissolution. At both September 30, 2009 and Decenie 2008, CIB Construction’s net carrying valueits
investment in Canron was zero.

Deposit Liabilities

Total deposits, were $641.4 million at September Z9 and $694.6 million at December 31, 2008.€lim
deposits represent the largest component of depddie percentage of time deposits to total depoags 67.9% at
September 30, 2009 and 70.4% at December 31, 2808¢cting CIB Marine’s reliance on time deposis &
primary source of funding. At September 30, 2008etideposits of $100,000 or more amounted to $1@ilibn,
or 29.2%, of total time deposits, compared to $151illion, or 30.9%, at December 31, 2008. The Bankepts
brokered time deposits periodically to meet shentt funding needs and/or when their related costator below
those being offered on other deposits. Brokeree til@posits were $18.0 million, or 4.1%, of totaldi deposits at
September 30, 2009, and $36.0 million, or 7.4%ptal time deposits at December 31, 2008.
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Borrowings and Liabilities Subject to Compromise

CIB Marine uses various types of borrowings to nligeidity needs, fund asset growth and/or whengtieing
of these borrowings is more favorable than depo3itéal borrowed funds, including the Debentures;rdased
$55.0 million from $151.7 million at December 3008 to $96.7 million at September 30, 2009. Theekse was
due to a $49.0 million reduction of short-term loavings caused mostly by a repayment of $40.0 millioshort-
term borrowings from the FHLB. Also, there was a0®@iillion reduction of long-term borrowings fromet FHLB
of Chicago during the first nine months of 2009.

During the first nine months of 2009, the availapilof federal funds purchased by the Bank with
correspondent banks continued to be contingenth@mBank’s ability to fixed income investment setias.

In 2004, CIB Marine entered into a written agreetneith the Federal Reserve Bank of Chicago. Amotigeio
items, the Agreement requires CIB Marine to obRéserve Bank approval before incurring additioratdwings
or debt, and pre-approval to pay interest on Dabrest

Pursuant to the Agreement, CIB Marine is not peedito pay any interest on the Debentures withoiat p
approval of the Reserve Bank. CIB Marine had thyhtrito defer payments of interest on the Debentfoes
consecutive periods not exceeding twenty conseeutjMarters, but not beyond the stated maturity haf t
Debentures. CIB Marine elected to defer all intepasgyments starting in 2004. These deferral peradldexpired in
the first quarter of 2009, and throughout the defeperiod and while in default, interest on thebBetures
continued to accrue. In addition, interest alsor@ex on all interest that was not paid when duejpmunded
quarterly or semi-annually. During the first nin@mths of 2009 CIB Marine continued to defer intepsyments
on its $61.9 million of Debentures and as a residt Trusts deferred distributions on its $60.0 ionill of
Debentures. CIB Marine had accrued interest payahléts Debentures of $45.3 million and $39.1 miliat
September 30, 2009 and December 31, 2008, resplgctiv

These deferral periods all expired in the first rtgraof 2009, and CIB Marine did not make the reegi
payments of interest such that, by April 30, 2008B Marine was in default with respect to the Dehegs issued
to all four of the Trusts. In addition, interess@laccrues on all interest that was not paid when dompounded
quarterly or semi-annually. During the deferralipgrand while in default, CIB Marine may not payatividends
or distributions on, or redeem, purchase, acqoirenake a liquidation payment on its stock, or makg payment
of principal, interest or premium, or redeem amyikdr debt securities of CIB Marine, subject totaar limitations.
The Debentures are subject to mandatory redemptiowhole or in part, upon repayment of the Debesguat
maturity or their earlier redemption. The Debensugealify as regulatory capital, subject to reguiatimitation.
As a result of CIB Marine’s inability to make thgsayments and continued losses, and in considerafiexisting
regulatory matters, as also stated in the 2008 Fd+K, there is substantial doubt about CIB Marsnability to
continue as a going concern.

On March 16, 2009 CIB Marine issued a consent isation seeking the consent of the holders of itsPIS to a
proposed Plan of Restructuring that would have eded the debt under the Debentures into prefesteck, thus
reducing the ongoing interest expense burden damdnalting any consequences of default on the Tr(ge® the
discussion in the Liquidity and Capital Plan Upds¢etion). The vote was concluded on May 11, 20@%ever,
CIB Marine did not receive the requisite numbevaties to approve the Plan of restructuring.

On July 16, 2009, CIB Marine filed a Current RepmrtForm 8-K regarding a proposed pre-packaged éflan
Reorganization pursuant to Chapter 11 of the BatkyuCode that was presented to the TruPS holderthéir
approval. Under the Plan, approximately $105.3 iamll(as of July 16, 2009) of cumulative high-intgre
indebtedness of the TruPS will be exchanged fo8Bbshares of Series A 7% fixed rate preferred nontative
perpetual stock with a stated value of $1,000 peres and 4,376 shares of Series B 7% fixed rateertible
noncumulative perpetual preferred stock with aestatalue of $1,000 per share. Each share of SBrieseferred
will be convertible into 4,000 shares of CIB Marisemmon stock only upon the consummation of a nmierge
transaction involving CIB Marine where CIB Marirgriot the surviving entity. The CIB Marine Preferregill have
no stated redemption date and holders will not hheeright to compel the redemption of any or dlthe shares.
Further, dividends will be noncumulative, and pdgatnly to the extent CIB Marine declares a divideat its

48



CIBM 10Q for Q3 2009 Draft 5 11/13/2009 2:24 PM

discretion and subject to regulatory approval. &ffects of the Plan would be to improve earningsliyinating
the interest burden on CIB Marine associated with TruPS-related indebtedness, and to significamtprove its
capital position.

Under the Plan, common shareholders would not pmiirad. If all Series B Preferred shareholders vtere
convert their shares in connection with a merdexy twould own slightly less than 50% of the outdtag common
stock and have a right to participate at that laveiny merger consideration paid to acquire CIBiN&

See the “Liquidity and Capital Plan Update” diséosdelow for further information on CIB Marine’sygital
plan.

Liquidity and Capital Plan Update

The objective of liquidity risk management at th@nR is to ensure that it is able to meet, in alym@anner, its
funding obligations related to commitments to egteredit, deposit account withdrawals, maturitiésarrowings
and other obligations. Liquidity positions of theartk are actively managed by estimating, measuring a
monitoring the sources and uses of funds. The Bafukiding requirements are primarily met by théowfof funds
from deposits, and loan and investment payments.Bank also makes use of noncore funding sourcasranner
consistent with its liquidity, funding and markésk policies. Noncore funding sources are used ¢éetnfunding
needs and/or when the pricing and continued avhilabf these sources presents lower-cost fundipgortunities.
Short-term noncore funding sources used by the Baokide federal funds purchased, securities saideu
agreements to repurchase, short-term borrowings fitte FHLB and short-term brokered and negotialvtee t
deposits to the extent the Bank is authorized ¢ejptcor renew brokered deposits. As a result of2&B the Bank
is restricted from issuing new brokered depositsemewing existing brokered deposits. The Bank a@ply to
the FDIC to request approval to issue or renew dnexk deposits but has decided not to so that th& Beay apply
under FDIC Rules and Regulations interest rateaicishs based on its local markets as opposethdonttional
markets. At this time the Bank is restricted froffedng interest rates in excess of the averagerést rates offered
by other depository institutions in its local mask@lus seventy five basis points. The Bank has aefgablished
investment security-secured borrowing lines with Reserve Bank and maintains secured borrowingagudllines
with nonaffiliated banks. Long-term funding sourcether than core deposits, include long-term tdaposits and
long-term borrowings from the FHLB. Additional scas of liquidity include cash and cash equivalefederal
funds sold, sale of loans held for sale and the siaecurities.

During the first nine months of 2009, the availapibf federal funds purchased for the Bank with gtrimary
correspondent bank continued to be contingent eratailability of fixed income securities at thenRdo pledge as
collateral; the Bank’s inter-day borrowing availipiat the Reserve Bank has been restricted tbdhailable for
banks with a secondary borrower status, and thé'Bantra-day credit and settlement activity muitkee pre-
funded at its account with the Reserve Bank. Addélly, pursuant to the aforementioned Agreemetwdéen CIB
Marine and the Reserve Bank, CIB Marine, excludiegsubsidiaries, must obtain Reserve Bank apprbe#dre
incurring additional borrowing or debt.

CIB Marine’s primary sources of funds for the nmenths ended September 30, 2009 was a $90.7 milkon
decrease in the investment portfolio and a $25/4ominet decrease in loans. CIB Marine’s primase wf funds
for the nine months ended September 30, 2009 v ® million net decrease in short-term borrowjrg$6.0
million decrease in long-term borrowings and a 3$58illion net decrease in deposits.

Beginning in 2004, CIB Marine deferred interest pants on its $61.9 million of Debentures and assalt
distributions were deferred on $60.0 million of P&L The obligations under the TruPS are solelypliigations of
the Company and not obligations of the Bank. Uriderterms of the TruPS, the deferral period matydpgo five
years. These deferral periods all expired in th&t fjuarter of 2009 and CIB Marine did not make teguired
payments of interest such that, since April 30,20@IB Marine has been in default with respecti® Debentures
issued to all four of the Trusts. At September 39, the accrued and unpaid interest on the Detmntotaled
$45.3 million. As a result of CIB Marine’s inabilitto make these payments and continued losses,irand
consideration of existing regulatory matters, & atated in the 2008 Form 10-K, there is substadtubt about
CIB Marine’s ability to continue as a going concern
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As of September 30, 2009, CIB Marine had $3.5 millin total cash and cash equivalents and the aok-b
subsidiaries had $3.8 million. In addition, a namnk subsidiary of the Company also holds $10.3ienilin loans
that it is attempting to collect and an additio4l5 million in loans held for sale. According t®etBHCA, “a bank
holding company shall serve as a source of finaracid managerial strength to its subsidiary bamig shall not
conduct its operations in an unsafe or unsound erahRursuant to this mandate CIB Marine has caetihto
monitor the capital strength and liquidity of thar. Since the fourth quarter of 2008, CIB Marimevided $9.0
million in capital to the Bank to support the Bankmaintaining a “well-capitalized” position. Altligh the current
capital ratio at the Bank is above what is cursenglquired by its regulators, continuing losseshat Bank could
require additional contributions of capital by CMBarine. Any other use of this cash to pay inteoggprincipal on
the TruPS is subject to approval by the ReservekBanly cash available at CIB Marine may be usefayp debts
or expenses of CIB Marine, including interest angipal on the TruPS.

CIB Marine did not receive any dividend paymentsrfrthe Bank during the first nine months of 200%] at
September 30, 2009, the Bank did not have anynedagarnings available for the payment of dividewitbout
first obtaining the consent of its regulators. tdiéion, CIB Marine may not issue new debt or rerexisting debt
without the prior consent of the Reserve Bank.

As reported in Part II, Item 7 of the 2007 FormKL0and updated in Part II, Item 7 of the 2008 FA@rK, CIB
Marine management has been developing and implémgeatcomprehensive capital plan to resolve therdaif of
interest payments and default on the Debenturegtaiging “well-capitalized” capital ratios at tHgank, and
improving the efficiency of CIB Marine through rewes growth and expense management. All of thesks gaae
targeted to provide the greatest value possibésmeholders of CIB Marine.

During the first nine months of 2009, managememticaed its efforts on each of these goals. In M&809,
CIB Marine submitted a consent solicitation to leoklof the existing TruPS to restructure the exgstibligations.
Pursuant to the proposed Plan of Restructuringttiee approximately $100.9 million of indebtednesslar the
Debentures currently held by the Trusts would hbgen replaced with approximately $94.9 million aggte
liquidation preference of newly-issued CIB Marin&o 7fixed rate perpetual noncumulative preferred Istoc
(“Perpetual Preferred”).

The vote was concluded on May 11, 2009, howeveB, \arine did not receive the requisite number akgao
approve the consent solicitation plan.

On July 16, 2009, CIB Marine filed a Current Repamt Form 8-K describing the Plan that was presetded
the TruPS holders for their approval. Under thenPlapproximately $105.3 million (as of July 16, 2D®f
cumulative high-interest indebtedness would be amrgkd for 55,624 shares of Series A preferred montative
perpetual stock with a stated value of $1,000 peres and 4,376 shares of Series B 7% fixed rateertible
noncumulative perpetual preferred stock with aestatalue of $1,000 per share. Each share of theesS&
Preferred would have been convertible into 4,00@resh of CIB Marine’s common stock only upon the
consummation of a merger transaction involving QIBrine. The CIB Marine Preferred will have no sthte
redemption date and holders would not have the tmlaompel the redemption of any or all of therskaFurther,
dividends would be noncumulative, and payable dolghe extent CIB Marine declares a dividend, sttbje
regulatory approval. On September 15, 2009, thé>$rholders approved the Plan. On September 16, Z089
Marine filed the pre-packaged Plan under Chapteofithe Bankruptcy Code in Bankruptcy Court in Miukee.
The Plan would improve CIB Marine’s earnings byrgfiating the interest burden on it associated WithTruPS-
related indebtedness and significantly improvedagital position.

Under the Plan, common shareholders would not lpmiired. If all Series B Preferred shareholders vtere
convert their shares in connection with a merday twould own slightly less than 50% of the outdtag common
stock and have a right to participate at that lavelny merger consideration paid to acquire CIBiN&

The primary purpose of the Plan is to effectuateréstructuring and substantial de-leveraging & Mharine’s
capital structure and to enhance its regulatorytalposition. The Plan will allow CIB Marine to ntnue its
businesses in the ordinary course and providefufiopayment of allowed unsecured claims as defimethe Plan
The funds expected to be generated by CIB Marioparations will not be sufficient to meet its delgtrvice
requirements and satisfy its debt obligations wittthis restructuring.
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In connection with developing the Plan, CIB Marimxiewed its current business operations and cosapias
prospects as an ongoing business enterprise watlestimated recoveries of claims and equity interesvarious
liquidation scenarios. As a result, CIB Marine doded that the recovery for holders of allowedmisiand equity
interests as defined in the Plan would be maximimedontinuing to operate as a going concern.

CIB Marine also determined that a prolonged Chafitercase would severely damage its ongoing business
operations and threaten its viability as a goingceon. The pre-packaged nature of the Plan allolBsMarine to
exit Chapter 11 quickly, while the provisions oétRlan allow CIB Marine to meet its regulatory ¢apneeds and
de-lever its balance sheet.

In addition, CIB Marine continues to focus on thafesy and soundness of the Bank. In addition, digyi
remains strong at the Bank with contingency planglace to further ensure the safety of depositostomers. As
noted above, CIB Marine has provided the Bank B0 million of capital during 2008 and an addiabi$4.0
million in 2009. This is consistent with CIB Marisegoal of supporting strong capital and liquiditysitions at the
Bank and is in keeping with its source of strengjthigations under the BHCA.

In its 2008 Form 10-K, CIB Marine disclosed that Wisconsin state-chartered bank subsidiary attithe,
Marine Bank, stipulated to a C&D with the FDIC atid WDFI. The terms of the C&D were described B Cl
Marine’s 2008 Form 10-K. The C&D became effectiveApril 24, 2009. Failure to adhere to the requieais of
the actions mandated by the C&D could have sulijeltarine Bank to more severe restrictions and chdinetary
penalties. The C&D added no additional requiremeatshe asset quality and loan review program pnesly
implemented by Marine Bank. When Marine Bank mengéti and into CIB Marine’s lllinois state-chartdrbank
subsidiary, Central lllinois Bank, to form CIBM Banthe C&D was re-affirmed by the FDIC. The IBPR&slyet
to formally join in the C&D since consummation dietmerger of the bank charters, yet CIB Marinedvels the
C&D will continue. CIB Marine and the Bank remaionemitted to maintaining adequate capital levelhatBank.
Generally, enforcement actions such as the C&D lmarifted only after subsequent examinations suntistz
complete correction of the underlying issues.

Deposit and retirement accounts continue to beréstor a minimum of $250,000 per depositor by HEEC,
through December 31, 2013. Because the Bank iscipating in the FDIC’'s Transaction Account Guassnt
Program (“TAGP”), most types of checking accounts guaranteed without limit through December 3026and
the Bank plans to participate in the recent progifsem extends the guarantee without limit throughel30, 2010.

Capital and Regulatory Matters

CIB Marine and the Bank are subject to various laguy capital requirements administered by theefatl
banking agencies. Pursuant to federal bank holdorgpany and bank regulations, CIB Marine and thekBare
assigned to a capital category. The assigned tagitagory is largely determined by three ratic# tire calculated
in accordance with specific instructions includedtie regulations: total risk adjusted capital,r Tiecapital, and
Tier 1 leverage ratios. Under capital adequacyeinds and the regulatory framework for prompt ective action,
the Bank must meet specific capital guidelines thablve quantitative measures of their assets earthin off-
balance sheet items as calculated under regulaeocpunting practices. The Bank's capital amountd an
classifications are also subject to qualitativegjmeénts by the regulators about components, riskhtigigs and
other factors. There are five capital categoriefindd in the regulations: well capitalized, adeglatapitalized,
undercapitalized, significantly undercapitalizedd aoritically undercapitalized. To be categorized “agell-
capitalized,” the Bank must maintain total riskuesdgd capital, Tier 1 capital, and Tier 1 leveragiéos of 10.0%,
6.0% and 5.0%, respectively.

Classification of a bank in any of the undercajztal categories can result in certain mandatory Eossible
additional discretionary actions by regulators dwild have a direct material effect on its resofteperations.

Under the definition of capital levels within th&D order, the Bank was classified as adequatelytakgped as
of September 30, 2009 as specified in the order.
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As stated in Note 14-Stockholders’ Equity (Defitd)the Unaudited Consolidated Financial Statemieistaded
in this Form 10-Q, CIB Marine was subject to an égment which, among other items, requires it tontaa a
sufficient capital position for the consolidatedyanization including the current and future capitajuirements of
its subsidiary bank, nonbank subsidiaries and thesalidated organization. As of September 30, 20Di®
Marine’s Tier 1 leverage ratio was a negative 0.5@#tich was below the 4.0% required by the Agreeimé&he
decline reflects the continued operating losse€l& Marine during the first nine months of 2009 BV arine’s
ability to increase its capital and meet the rezpaients of the Agreement is dependent upon the ssfetexecution
of its Plan outlined in the Liquidity and CapitdbR Update section above. Failure to meet the reménts of the
Agreement could cause the Reserve Bank to requiBeMarine to take other actions.

The calculation of risk-based capital of CIB MariateSeptember 30, 2009 and December 31, 2008 fersiet
below:

Septembe 30, 200! December 31, 20C
(Dollars in thousands

Risk weighted asse $ 631,601 $ 656,30:
Average assets ( 813,074 920,51¢
Capital component
Stockholders’ equit (deficit) $ 9,399 $ 14,80:
Restricted CorCapital
Junior subordinated debentures net of investmetntig 60,00( 60,00(
Total restricted core capital eleme 60,00( 60,00(
Disallowed amoun (60,000 (51,730)
Maximum allowable in Tier 1 capit — 8,27(

Nonfinancial equity itels — —
Less: disallowed intangibl — —
Add: unrealized loss on securit 5,51€ 10,00¢

Less: unrealized loss on equi (170 (138

Tier 1 capite (4,04¢) 32,94;
Allowable allowance for loan loss 8,048 8,34(
Allowable subordinated dentures net of investment in tr 60,00C 51,73(
Tier 2 capite 68,049 60,07(
Allowable Tier 2 Capital (equal to Tier (4,04¢) 32,94;

Total risk-based capit: $ (4,04 $ 65,88¢

(1) Average assets as calculated in accordance Mitl.F.R. Part 325 of the FDIC rules and regulstioshich requires a quarter to date
average and allows for current period adjustmeihg®odwill and other intangible assets.

Minimum Required To be
Actual Adequately Capitalized

Amount Ratio Amount Ratio
(Dollars in thousands)

September 30, 2009

Total capital to risk weighted assets $(4,048) 196 $50,528 8.00%
Tier 1 capital to risk weighted assets (4,048) 1p.6 25,264 4.00
Tier 1 leverage to average assets (4,048) (0.50) ,5232 4.00
December 31, 2008

Total capital to risk weighted assets $65,884 19%.04 $52,504 8.00%
Tier 1 capital to risk weighted assets 32,942 5.02 26,252 4.00
Tier 1 leverage to average assets 32,942 3.58 B6,82 4.00

Off-Balance Sheet Arrangements

CIB Marine is party to financial instruments witff-balance sheet risk in the normal course of besirnto meet
the financing needs of its customers. CIB Maring @iatered into commitments to extend credit, winelolve, to
varying degrees, elements of credit and interdstrisk in excess of the amounts recognized irbtiance sheets.

Standby letters of credit are conditional commitiseihat the Bank issues to guarantee the perforenaha
customer to a third-party. Fees received to issaredby letters of credit are deferred and recogh&enoninterest
income over the term of the commitment. The guaestfrequently support public and private borrowing
arrangements, including commercial paper issuatoes] funding, and other similar transactions. Baek issues
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commercial letters of credit on behalf of custom&rsensure payments or collection in connectiorhwiade
transactions. In the event of a customer’s nonperdace, the Bank’s credit loss exposure is the sasn@ any
extension of credit, up to the letter’s contractarmlount. Management assesses the borrower’s falagaridition to
determine the necessary collateral, which may delmarketable securities, real estate, accountsveddle and
inventory. Since the conditions requiring the Bamkund letters of credit may not occur, the Bargezts its future
cash requirements to be less than the total oulistgrcommitments. The maximum potential future pagis
guaranteed by the Bank under standby letter ofitcaedingements at September 30, 2009 and Decesih@008,
were $4.9 million and $5.5 million with a weightederage term of approximately 13 months and 8 nspnth
respectively.

Commitments to extend credit are agreements to tena customer as long as there is no violatiorarof
condition established in the contract. Commitmeggserally have fixed expiration dates or other teation
clauses and may require the payment of a fee. Siragy of the commitments are expected to expirkowit being
drawn upon, the total commitment amounts do noesarily represent future cash requirements. ClBinda
evaluates each customer’'s creditworthiness andrrdigtes the amount of the collateral necessary based
management’s credit evaluation of the counterp&tilateral held varies, but may include marketa#eurities,
accounts receivable, inventories, property andpgent, and real estate. CIB Marine had commitmentxtend
credit of $44.7 million and $111.0 million at Septeer 30, 2009 and December 31, 2008, respectively.

New Accounting Pronouncements

The expected impact of accounting policies receisgyied or proposed but not yet required to be tadogre
discussed below. To the extent the adoption of aewounting standards materially affected CIB Mdsirfimancial
condition, results of operations, or liquidity, tepacts were discussed in the applicable sectiahie financial
review and the notes to the consolidated finarstatements.

Transfers of Assets

In June 2009, the FASB issued an amendment to AARCTBansfers and Servicing which among other things
amends the criteria for whether a transfer qualife sale accounting when only a portion of arfitial asset is
transferred. This guidance impacts many types ridntial assets (e.g. loan participations, salesafgages or
installment loans) occurring after the effectiveéedaf November 15, 2009. The adoption of this amest is not
expected to have a material effect on CIB Marimessolidated financial statements.

Consolidation Guidance for Variable Interest Entities

In June 2009, the FASB also issued an amendmex$@810,Consolidations, which changes the consolidation
rules as they apply to variable interest entitigss guidance is effective January 1, 2010 andtenided to address
concerns about companies’ ability to structuredaations to avoid consolidation. The adoption & #mendment
is not expected to have a material effect on CIBiMas consolidated financial statements.

Measuring Liabilities at Fair Value

In August 2009, the FASB amended ASC 820 by isshiogpunting Standards Update (“ASU”) 2009-05 which
provides additional guidance on measuring theviaiwe of liabilities. The guidance, which will bene effective in
the fourth quarter of 2009, clarifies the applioatiof certain valuation techniques and addressetailcepractical
difficulties in measuring fair value. No new faialue measurements are required by the guidanceadtytion of
ASU 2009-05 is not expected to have a materiatetia CIB Marine’s consolidated financial statensent

Proposed Statement of Disclosures About the Credit Quality of Financing Receivables and the Allowance for
Credit Losses

In June 2009, the FASB issued the proposed statewtdnh would increase significantly the Allowanfr
Loan and Lease Losses (“ALLL”") disclosures requibsdfinancial institutions beginning in the fourtjuarter of
2009. This proposed statement addresses disclosaleand does not seek to change recognition @sorement.
However, the disclosures do represent a meaniwngfahge in practice. The adoption of this staterméhtexpand
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the disclosures of the ALLL in the 2009 Annual Repo
Inflation

CIB Marine’s consolidated financial statements ates contained in Part I, Item 1 of this Form 1bwye
been prepared in accordance with GAAP, which reguine measurement of financial position and opeyaesults
in terms of historical dollars without consideritige changes in the relative purchasing power ofeyaver time
due to inflation. The impact of inflation is refted in the increased cost of CIB Marine’s operatiddnlike most
industrial companies, nearly all of CIB Marine’ssets and liabilities are monetary in nature. Agsult, interest
rates and changes therein have a greater impat®Marine’s performance than do the effects ofegahlevels of
inflation. Interest rates do not necessarily mavéhie same direction or to the same extent asrtbespof goods and
services.

Subsequent Events

On October 29, 2009, the Bankruptcy Court consitlared determined (i) the approval of the solicitatof the
TruPS holders who already had voted and approvedPtan on September 15, 2009; (ii) the adequacthef
Disclosure Statement; and (iii) confirmation of tAkan. CIB Marine expects the Effective Date of ian and the
emergence from Bankruptcy to be established beéf@rend of 2009.

Based on CIB Marine’s preliminary analysis, on Hféective Date of the Plan the cancellation of dabd the
related issuance of preferred shares will resuét 106 million increase in the Consolidated Shaldghrs’ Equity,
The proforma summary of CIB Marine’s regulatoryigatusing this increase to Consolidated Sharehsid&guity
as of September 30, 2009 would be as follows:

Minimum Required To

be Adequately
Actual Proforma Adjustment Capitalized
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)

September 30, 2009
Total capital to risk weighted assets $(4,048) 196 $109,971 17.41% $50,528 8.00%
Tier 1 capital to risk weighted assets (4,048) 4D.6 101,922 16.14 25,264 4.00
Tier 1 leverage to average as (4,C48) (050) 1C1,92: 1254 32,52: 4.0C

Assuming the Plan is approved and implemented byBdnkruptcy Court, the proforma capital ratiosCéB
Marine would be above the 4% required by the Agre@m

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Since December 31, 2008, CIB Marine’s market rig#fife has continued to favor declining interesesaover
rising interest rates. CIB Marine’s strategy isgi@dually increase the term structure of its repgdiabilities
relative to that of its assets to reduce the impéet potentially rising interest rate environmahsome point in the
future. The percentage decrease in the net intémestne over a one year time period has worsenedhi®
simulation of an immediate increase in intereseégafThis is partially the result of having morentdiabilities
maturing in the next six months relative to assetSeptember 30, 2009 compared to December 31; P00& also
due to having a lower starting net interest margisulting from the rising proportion of total inést expense
represented by interest expense relating to theeiakes, the increased level of non-performingtasstevated
holdings of cash and due from balances and liroitatin reducing the interest cost of deposits, (@dee to implied
deposit rate floors).

The following table illustrates the period and clativie interest rate sensitivity gap for Septem@®@r2009.
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Repricing Interest Rate Sensitivity Analysis

0-3 4-6 7-12 2-5 Over 5
Months Months Months Years Years Total
(Dollars in thousands

Interes-earning asse!

Loans $ 24552 $ 36,537 $ 63,64: $ 162,74t $ 234 $ 510,79¢
Securitie 20,322 14,965 32,63t 99,27( 29,89: 197,08!
Loans held for sa 5,001 — — — — 5,001
Reverse repurchase securities and fec
funds sold — — — — — —
Total interest-earning asset 270,84¢ 51,50: 96,277 262,01t 32,24 712,88(
Interes-bearing liabilities
Time deposit 178,84¢ 62,21( 124,62¢ 69,89¢ 134 435,71«
Savings and intere-bearing deman
deposit: 151,68¢ — — — — 151,68¢
Shor-term borrowing 11,84z — 2,00 — — 13,842
Long-term borrowing 3,00 5,00( — 13,00C — 21,00
Junior subordinated debent. 20,61¢ — — 41,23¢ — 61,857
Total interest-bearing liabilities $ 36599 $ 6721C $ 12662¢ $ 12413 $ 124 3 684,10:
Interest sensitivity gap (by peric (95,154) (15,709 (30,35) 137,863 32,107 28,777
Interest sensitivity gap (cumulatiy (95,154) (110,8€2) (141,21 (3,330 28,777 28,777
Cumulative gap as a % of total as (12.20% (14.22)% (18.19)% (0.49)% 3.7(%

The following table illustrates the expected petaga change in net interest income over a one-{yeeod
resulting from a hypothetical immediate changeharsterm U.S. prime rate of interest as of Septend®, 2009,
and December 31, 2008.

Basis point change

+20C +10C -10C -20C
Net interest income change over one y (1)
Septembe 30, 200¢ (16.47)% (6.25% 4.91% 1.10%
December 31, 20( (9.21)% (3.88)% (0.35)% (1.46)%

(1) For the down rate scenarios, -100 and -200 bagigspthe reduction in key benchmark interest rate=ach term is constrained by a
0.25% floor so that the yield curves may change mon-parallel fashion in these scenarios.

ITEM 4. CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedures

CIB Marine’s management, under the supervision itk the participation of its Chief Executive Officand
Chief Financial Officer, evaluated the effectiveme$ the design and operation of CIB Marine’s disare controls
and procedures as of September 30, 2009. BaseHioreualuation, CIB Marine’s Chief Executive Officand
Chief Financial Officer concluded that the discle@sgontrols and procedures were effective as ofeBaper 30,
20009.

(b) Changes in Internal Control over Financial Repating

There were no changes in CIB Marine's internal rmbmbver financial reporting during the quarter edd
September 30, 2009 that have materially affectedr@reasonably likely to materially affect, ClBakhe's internal
control over financial reporting.

PART II-OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

On September 15, 2009, the requisite beneficialesgynf CIB Marine’s TruPS gave approval to the Riduich
paved the way for the Company to file the Plan amBuptcy Court (Case No. 09-33318) under Chaptesfthe
Bankruptcy Code. The restructuring of the Companyspant to the Plan will have no direct impact e t

operations of the Bank, which is regulated sepbrdtem the Company by both federal and state rafgu$ and
whose accounts are insured by the FDIC. The Compantnues to operate its business as a “debtpossession”
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under the jurisdiction and supervision of the Bamkcy Court. CIB Marine is continuing normal busse
operations during the bankruptcy process and coesitio take steps to reduce costs, increase revendeesolve
loan credit issues with the intention of makingB\Warine a stronger and more viable company upoargence
from bankruptcy. The direct effects of the Plan @B Marine will be to improve earnings by eliminagi the

interest burden associated with its TruPS-relatelglitedness, and to significantly improve the ehibsition at

the Company.

On September 16, 2009, the Bankruptcy Court appramertain first-day motions in the Chapter 11 case
including, without limitation, orders authorizingyg process of payment of suppliers, professionats aertain
operating expenses.

Plan of Reorganization

The primary purpose of the Plan is to effectuatertstructuring and substantial de-leveraging & Marine’s
capital structure and to enhance its regulatorytalposition. The Plan will allow CIB Marine to ntnue its
businesses in the ordinary course and provideufiopayment of allowed unsecured claims as defimethe Plan.
The funds expected to be generated by CIB Marioperations will not be sufficient to meet its deletrvice
requirements and satisfy its debt obligations withbis restructuring.

Under the Plan, approximately $107.2 million of euative high-interest indebtedness of the TruPS ksl
exchanged for 55,624 shares of Series A 7% fixezl peeferred noncumulative perpetual stock withadesl value
of $1,000 per share and 4,376 shares of Series Bxé¥ rate convertible noncumulative perpetuafgmed stock
with a stated value of $1,000 per share. Each stfaBeries B Preferred is convertible into 4,00arek of CIB
Marine common stock only upon the consummation ohexger transaction involving CIB Marine where CIB
Marine is not the surviving entity. CIB Marine Reafed will have no stated redemption date and tidelns will
not have the right to compel the redemption of anwll of the shares. Further, dividends are nondative and
payable only to the extent CIB Marine declaredwéddind, at its discretion and subject to regulasggroval.

In connection with developing the Plan, CIB Mariewiewed its current business operations and cosalpigs
prospects as an ongoing business enterprise watlegtimated recoveries of claims and equity interesvarious
liquidation scenarios. As a result, CIB Marine doded that the recovery for holders of allowedmlgiand equity
interests as defined in the Plan would be maximizgdontinuing to operate as a going concern. Cl&riive
believes that its businesses and assets haveis@gnialue that would not be realized in liquidati either in whole
or in substantial part. Consistent with the liqtioia analysis included in the Plan, the value dB ®larine’s assets
would be considerably greater if CIB Marine opesats a going concern instead of liquidating.

There have been no material developments in penégad proceedings since the filing of the 2008rrdi0-K.
ITEM 1A. RISK FACTORS

The following discussion sets forth certain riskattCIB Marine believes could have a material aslwémpact
on its financial condition and results of operatioAdditional risks that are not currently knownGtB Marine, or
that it currently believes to be immaterial, magcahave a material adverse effect on its finanmadition and
results of operations.

If CIB Marine is not able to fully effectuate and implement the Plan, in Chapter 11, the case may be
converted to a case under Chapter 7 of the Bankrupy Code, pursuant to which a trustee would be elesd or
appointed to liquidate the assets of CIB Marine iraccordance with the priorities of the Bankruptcy Cale.

While operating as debtors-in-possession under €hdd, CIB Marine may sell or otherwise disposeoof
liquidate assets or settle liabilities, subjectie approval of the Bankruptcy Court or as othesvgermitted in the
ordinary course of business, for amounts other tthese reflected in the condensed consolidatedndiah
statements included in this Form 10-Q. Further,lan,pother than the pre-packaged Chapter 11 Planldc
materially change the amounts and classificatidnassets and liabilities reported in the historicahsolidated
financial statements. The historical consolidaiedrfcial statements do not include any adjustmientse reported
amounts of assets or liabilities that might be ssagy as a result of confirmation of the Plan gr@her plan.
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Regulatory guidelines require CIB Marine and thelBto maintain a minimum Tier 1 core capital radiod a
minimum total risk-based capital ratio at each tpraend. At September 30, 2009, the Bank and CIBind&s
ratios were below the “well-capitalized” guidelinas of that date. Based on CIB Marine’s current prajected
levels of capital, CIB Marine anticipates that itlwot be able to satisfy the Tier 1 core capéat total risk-based
capital minimum ratios unless it successfully cotsréés Debentures into equity pursuant to the Pla@IB Marine
cannot effectuate and implement the Plan, the Banid be subject to further regulatory enforcemaction,
including, without limitation, the issuance of ceamd desist orders (which may, among other thiugther restrict
the Bank’s business activities and potentially plécinto receivership). Notwithstanding the restwing of the
Debentures, state and federal regulators could ¢sfercement action before the Plan is fully effietéd and
implemented, which could include the state regulatizing the Bank. If the Bank is seized, thisl véhd to a
complete loss of all value of CIB Marine’s ownegslmterest in the Bank, and CIB Marine subsequemidy be
exposed to significant claims by the FDIC or thatestregulator. In addition, further restrictionsulcbbe placed on
the Bank if a determination that the Bank is undpitalized, significantly undercapitalized, or icdly
undercapitalized is made, with increasingly greagstrictions being imposed as the level of undgtabzation
increases.

There is substantial doubt concerning the ability & CIB Marine to continue as a going concern for a
reasonable period of time.

TruPS holders are owed in excess of $100 millidlpfavhich is currently due and payable. At Sepbem30,
2009, total assets at the Company were $98.1 mjladnich included $3.5 million of liquid assets.era is no other
source of repayment of the TruPS, other than thssets. As of April 30, 2009, CIB Marine defaultedall four
series of the TruPS and the Trusts, as holderh@fDebentures, have the legal right to acceletseentire
indebtedness.

As a result of CIB Marine’s current inability to etdts obligations with regard to the TruPS, conebiinvith the
continued net losses sustained by CIB Marine duttiregyear, and in consideration of existing requriamatters,
there is substantial doubt with respect to CIB Mes ability to continue as a going concern.

Upon emergence from Chapter 11, CIB Marine may notoe able to consummate a business combination
transaction with a strategic partner within a reasmable timeframe, or at all.

Pursuant to its capital plan, CIB Marine intendss&ek out a strategic business combination parpen
emerging from Chapter 11. There can be no assuthat€IB Marine will be successful in consummatamy such
business combination on reasonable terms witheaaanable timeframe, or at all. If CIB Marine isuccessful in
consummating such a business combination transawgiibin a reasonable timeframe, it may be unablserve as
a source of strength for the Bank, which could téauegulatory intervention including, but notrited to, seizure.

The Bank is subject to a formal enforcement actiowith regulatory authorities.

Under applicable laws, the FDIC, as the Bank’s prynfederal regulator and deposit insurer, and stiage
regulators as the Bank’s chartering authoritiesehtine ability to impose additional sanctions, negons and
requirements on the Bank if they determine, upameration or otherwise, violations of laws with whithe Bank
must comply, or weaknesses or failures with respegeneral standards of safety and soundnessicapfg law
prohibits disclosure of specific examination fingsnby an institution although formal enforcementicans are
routinely disclosed by the regulatory authoritiesthe 2008 Form 10-K, CIB Marine disclosed thatriea Bank,
prior to the Merger, stipulated to a C&D with thBIE and the WDFI. The C&D primarily resulted froinet high
level of nonperforming assets of Marine Bank arelrésulting impact on its financial condition. TG&D required
Marine Bank to take certain corrective actions &g on reducing exposure to non-performing loaharging off
all loans classified as loss, imposes restrictionslending to credits with existing non-performif@ans, and
accruing interest on certain delinquent loans iditaah to charging off previously accrued interestthose loans.
Key provisions also included a restriction on payidividends without regulatory approval, a requiesinto
maintain a minimum Tier 1 leverage ratio of tengeet (10%) at Marine Bank, retaining qualified ngeraent,
revising lending policies and procedures focusedlooumentation, maintaining an appropriate loarnesvand
grading system, and adopting a comprehensive buHggtire to adhere to the requirements of theastmandated
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by the C&D can result in more severe restrictiond aivil monetary penalties. The C&D added no addl
requirements to the asset quality and loan reviesgnam previously implemented by Marine Bank. Immection
with the Merger, the C&D, with respect to the FDIIas assumed by the surviving entity, CIBM Banke T0&D,
with respect to the WDFI, was terminated upon therdér. Although the IDBRE has yet to determine \Wwaeft
will join in the C&D with the FDIC, CIB Marine bedives the C&D will continue. Generally, enforcemaations
such as the C&D can be lifted only after subsegagaminations substantiate complete correctioh®efunderlying
issues.

CIB Marine’s emergence from bankruptcy may potentidly reduce or eliminate its net operating loss
carryfowards.

As of December 31, 2008, CIB Marine had net opegaloss, capital loss and tax credit carryfowards
(collectively, the “Tax Attributes”) of approximdye$199.6 million. In connection with CIB Marine’gossible
emergence from Chapter 11, it is likely that the Adtributes will be significantly reduced due teetcancellation
of indebtedness income. A full valuation allowames been recorded against the deferred tax assitd¢o these
Tax Attributes in the condensed consolidated ba&aheets included in this Form 10-Q.

CIB Marine may be adversely affected by current ecoomic and market conditions.

The national and global economic downturn has teduh significant financial market disruptions whimay
depress overall the market value of financial tngitins, limit access to capital, or have a matenitverse effect on
the financial condition or results of operationsbaihking companies in general and CIB Marine ardBhnk in
particular. In addition, the possible duration aselerity of the adverse economic cycle is unknowd may
exacerbate CIB Marine's exposure to credit risk.

CIB Marine has been particularly exposed to dowrgun the U.S. housing and commercial real estatekets.
Dramatic declines in the housing market over th& paar, with falling home prices and increasingeftosures,
unemployment and under-employment, have negatiwvepacted the credit performance of mortgage loard a
resulted in significant write downs of asset valbgdinancial institutions. Reflecting concern abthe stability of
the financial markets generally and the strengtltafnterparties, many lenders and institutionak#ers have
reduced or ceased providing funding to borrowersluding to other financial institutions. This matkurmoil and
tightening of credit have led to an increased lefetommercial and consumer delinquencies, lackafsumer
confidence, increased market volatility and widespr reduction of business activity and employmemegally.
The resulting economic pressure on consumers arid d& confidence in the financial markets has aslelgr
affected CIB Marine’s business, financial conditenmd results of operations. CIB Marine cannot bréagethat the
difficult conditions in the financial markets aiikdly to experience sustainable improvement inribar future. A
worsening or prolonging of these conditions wouketly exacerbate the adverse effects of thesecdiffimarket
conditions on CIB Marine and others in the finahaiatitutions industry. In particular, CIB Marimeay face the
following risks in connection with these events:

« CIB Marine expects to face increased regulationtofindustry. Compliance with such regulation may
increase its costs and limit its ability to purfussiness opportunities.

« CIB Marine’s ability to assess the creditworthinedsts customers may be impaired if the models and
approaches it uses to select, manage and undentgiteustomers become less predictive of future
behaviors.

» The process CIB Marine uses to estimate lossesaénh its credit exposure requires difficult, pdbive
and complex judgments, including forecasts of eminaonditions and how these economic predictions
might impair the ability of its borrowers to reptheir loans, which may no longer be capable of eteu
estimation and which may, in turn, impact the tglity of the process.

« CIB Marine will be required to pay significantlydhier FDIC premiums because market developments
have significantly depleted the insurance fundh&f EDIC and reduced the ratio of reserves to imsure
deposits.

« CIB Marine’s liquidity could be negatively impactddy an inability to access the capital markets,
unforeseen or extraordinary demands on cash, otaiegy restrictions, which could, among other gsn
materially and adversely affect its business protspand financial condition.
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There can be no assurance that enacted legislaticand other measures undertaken by the Treasury
Department, the FRB and other governmental agenciesill help stabilize the U.S. financial system, immve
the housing market or be of specific benefit to CIBVarine.

Since October 2008, various legislation has begmesi into law including the Emergency Economic
Stabilization Act of 2008 (“EESA”) which, among ethmeasures, authorized the Secretary of the Tmeasu
Department to establish a Troubled Asset ReliefgRmm (“the TARP”). The EESA gives broad authoritythe
Treasury Department to purchase, manage, modifl,asel insure the troubled mortgage related asHws
triggered the current economic crisis as well dgeottroubled assets.” The EESA includes additiqmalvisions
directed at bolstering the economy, including:

« Authority for the FRB to pay interest on depositorstitution balances;

» Mortgage loss mitigation and homeowner protectard

* Authority to the SEC to suspend mark-to-market aoting requirements for any issuer or class of
category of transactions.

Pursuant to the TARP, the Treasury Department tested the Capital Purchase Program (“CPP”) toigeov
access to capital to financial institutions throagstandardized program to acquire preferred @atompanied by
warrants) from eligible financial institutions thaill serve as Tier 1 capital.

The EESA also contains a number of significant e@yg benefit and executive compensation provisions,
some of which apply to employee benefit plans galhgrand others which impose on financial instdns that
participate in the TARP program restrictions onerire compensation.

In October 2008, the FDIC announced the establisihroé the Temporary Liquidity Guarantee Program
(“TLGP”) to temporarily provide insurance for albninterest-bearing transaction accounts and gusgardf certain
newly issued senior unsecured debt issued by fiabimstitutions (such as the Bank), bank holdiognpanies and
savings and loan holding companies (such as CIBridar

There can be no assurance as to the actual imipaicthe EESA and such related measures undertaken t
alleviate the credit crisis will have generally the financial markets, including the extreme lexalsolatility and
limited credit availability currently being expemiged The failure of such measures to help stabilieefinancial
markets and a continuation or worsening of curfieaincial market conditions could materially andracely affect
CIB Marine’s business, financial condition, resufsoperations, access to credit or the tradingepaf its common
stock.

Finally, there can be no assurance regarding teeifapimpact that such measures may have on ClBrida—
or whether (or to what extent) CIB Marine will biel@to benefit from such programs.

CIB Marine may be subject to further increases in IPIC insurance premiums and special assessments byet
FDIC.

As an FDIC-insured institution, the Bank is reqdite pay deposit insurance premiums based ongkétnposes
to the FDIC insurance funds. In 2008, the FDIC kael authority to raise or lower assessment ratessured
deposits in order to achieve certain designategfvesatios in the insurance funds and to imposeiapadditional
assessments. The FDIC had adopted a premium ta¢elide, which provided for an assessment rang®08 f
0.05% to 0.43% of domestic deposits, dependindnercapital category and supervisory category tehvttie bank
was assigned. For the first quarter of 2009 thesges were increased by 0.07%, and beginning irs¢tend
quarter of 2009, the ranges were 0.07% to 0.775%6hér, in May 2009, the FDIC issued a final riderhpose a
special one-time assessment against total assetssmiier 1 capital of each insured financial institn in the
second quarter of 2009, payable in the third quarte2009. The FDIC's risk-based insurance assessgystem
was amended by the Federal Deposit Insurance Refatnof 2005. Under regulations effective for 20@@&ch
insured bank is placed in one of four risk categpibased on its level of capital, supervisory gaiand other risk
measures, including debt ratings for large instig, and its insurance assessment rate is detdnfip its risk
category. In 2008 there was a 38 basis point sppeasleen the highest and lowest assessment ratésatsbanks
classified by the FDIC in Risk Category | are sgbj® an insurance assessment of five to severs lpasnts
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(according to the FDIC's assessment of the bartk&ngth), and banks classified by the FDIC in Rtslitegory IV
are subject to an insurance assessment rate $f0RBk assessment rates are determined on thddgsif each
quarter. While the Risk Category to which the B#@kssigned is considered to be confidential inftiom by the
FDIC, due to CIBM Bank’s performance in 2008 and finst quarter of 2009 and the changes to the Fi2t€
structure, the insurance premium for the Bank hasehsed significantly for 2009 and has had a rniedtadverse
effect on CIB Marine’s results of operations.

The creditworthiness of other financial institutions couldadversely affect CIB Marine.

CIB Marine’s ability to engage in routine fundingusactions could be adversely impacted by therstnd
commercial soundness of other banks and finanaostitutions. Banks are interrelated as a resulteatfling,
clearing, counterparty and other relationships.aA®sult, defaults by, or even rumors or questednsut, one or
more banks or the general banking industry havededarket-wide liquidity problems and could leaddsses or
defaults by CIB Marine or by other financial ingtibns. Many of the transactions engaged in by Rdine and
the Bank in the ordinary course of business expoH® Marine to credit risk in the event of default its
counterparty or customer. In such instances, tiatecal held by CIB Marine may be insufficient tatigate its
losses, as it may be unable to realize upon ord&ie at prices sufficient to recover the full ambaf the exposure
due it. Such losses could have a material and sd\adfect on CIB Marine’s result of operations.

Terrorism, acts of war, international conflicts and natural disasters could negatively affect CIB Mare’s
business and financial condition.

Acts or threats of war or terrorism, internatiorainflicts (including conflict in the Middle Easthatural
disasters, and the actions taken by the U.S. drmat gbvernments in response to such events, céarapd business
operations and negatively impact general businedseaonomic conditions in the U.S. If terroristity, acts of
war, other international hostilities or natural afiters disrupt business operations, trigger tecigyotelays or
failures, or damage physical facilities of the Bait& customers or service providers, or causevanadl economic
decline, the financial condition and operating hessof CIB Marine could be materially adverselyeaffed. The
potential for future occurrences of these events draated many economic and political uncertairtties could
seriously harm CIB Marine’s business and resultspafrations in ways that cannot presently be predic

CIB Marine’s earnings also are significantly affeced by the fiscal and monetary policies of the fedaf
government and its agencies, which could affect regment of loans and thereby materially adversely &&ct
CIB Marine.

The policies of the FRB impact CIB Marine signifitly. The FRB regulates the supply of money andlitia
the U.S. Its policies directly and indirectly infiace the rate of interest earned on loans andgpalmbrrowings and
interest-bearing deposits and can also affect gieevof financial instruments CIB Marine holds. Shgolicies
determine to a significant extent CIB Marine’s cokfunds for lending and investing. Changes irsthpolicies are
beyond CIB Marine’s control and are difficult togglict. FRB policies can affect the Bank’s borrowgmtentially
increasing the risk that they may fail to repayith@ans. For example, a tightening of the mongypsy by the FRB
could reduce the demand for a borrower’s produatsservices. This could adversely affect the boersvearnings
and ability to repay its loan, which could matdyi@dversely affect CIB Marine.

CIB Marine has suffered large losses in recent yearand may not be able to execute itstrategic plan and
return to profitability.

Although CIB Marine has developed and implementeateggies to improve its profitability in the fugyrthere
can be no assurance that these strategies willdzessful. CIB Marine’s strategic plans are depende its ability
to attract and retain borrowing customers, commaérgan officers and core deposits, all of whictvéndeen
negatively impacted as a result of losses and &eved financial condition. If CIB Marine is unaliteexecute its
strategic plans and return to profitability, it Wilave a material impact on its business, resdltsperations and
financial condition including the possibility of g&tive shareholder equity and further declinesgufatory capital
ratios. The inability to return to profitability mmaequire CIB Marine to reduce the size of the Banki/or reduce
staff. There can be no assurance that if CIB Maisnequired to sell assets, it will be able tostoon acceptable
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terms. Regulators could take further action aga@i& Marine in the event it does not return to fedfility and
maintain adequate capital levels.

CIB Marine is subject to liquidity risk.

Liquidity risk is the potential that CIB Marine witontinue to be unable to meet its obligationshe&ey come
due or capitalize on growth opportunities as thésesbecause of an inability to liquidate assetstain funding on
a timely basis, at a reasonable cost and withireteble risk tolerances. Liquidity is required tond credit
obligations to borrowers, withdrawals by depositoepayment of debt when due or called, operatkpgeses and
capital expenditures, among other things.

Funding sources are derived primarily from bankiésk deposit growth and retention; principal anerest
payments on loans; sale, maturity and prepaymeirvastment securities; net cash provided from atpens; and
access to other funding sources, including secanedunsecured borrowings.

CIB Marine’s liquidity can be affected by a varietf factors, including general economic conditiomsrket
disruption, operational problems affecting thirdrtiggs or CIB Marine, unfavorable pricing, competitj CIB
Marine’s credit rating and any regulatory restdo8. In addition, some of the borrowing sourcestamarily
utilized by CIB Marine have been restricted or waitable due to CIB Marine’s operating performannd &inancial
condition and could be further restricted.

CIB Marine’s results of operations are subject to gneral and regional economicconditions, which are
beyond its control.

CIB Marine’s success depends to a large degrebegeneral economic conditions of the diverse ggaigc
markets its Bank serves. Local economic conditibage a significant impact on the generation of cemual,
commercial real estate, and real estate loansalbility of borrowers to repay these loans; and thkie of the
collateral securing these loans. Adverse changdatdaneconomic conditions of the markets in which Bank
operates could also negatively impact the finanoislults of CIB Marine’s operations. For exampldyease
changes in these factors could lead to reducedesttencome and an increase in the provision fan llmsses. This
is consistent with what has occurred during theesdreconomic downturn with CIB Marine incurringysificant
losses and a corresponding reduction in sharetsdldguity during the past year.

CIB Marine operates in a highly regulated environmet and is subject tosupervision and examination by
various federal and state regulatory agencies.

As a bank holding company, CIB Marine is regulabsdthe FRB, and the Bank is regulated separately by
federal and state banking regulators. This reguiat primarily intended to protect the Bank’s aumsers and their
deposits rather than CIB Marine’s shareholdersaddition, CIB Marine’s common stock is registeretier the
Exchange Act and it is subject to regulation by $f#C and to public reporting requirements.

CIB Marine remains under the Agreement with thedRes Bank which continues to impose certain regris
and reporting requirements including, but not ledito:

» Restrictions on dividend payments and redempticshafes of CIB Marine stock without regulatory
approval;

* Adoption of a comprehensive plan to improve earsjing

» Development of a plan to correct and prevent viotest of banking laws and regulations related tdiatf®
transactions.

In addition, banking regulators can take actiorangttime which could have an adverse impact on@#8ine.
These actions could include raising minimum cagtabunts, restricting growth or other actions. Gurdd losses
at the Bank may require CIB Marine to provide addil capital. CIB Marine’s capability to provideid capital is
dependent on its limited cash resources and ottst® During 2008, CIB Marine contributed $5.0liomil of
capital to the Bank and, subsequent to Decembe2@®I8 contributed $4.0 million of capital to therl8a
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The Bank’s loan portfolios contain concentrations bcredit to one borrower, related borrowers or borrowers
in the same industry, which createspecial credit risks.

Credit risk at the Bank is primarily related to tiigk that a borrower will not be able to repay soon all of their
obligations to the Bank. Concentrations of creik occur when the aggregate amount owed by oneWwer, a
group of related borrowers, or borrowers within aene or related industries or groups represeelatively large
percentage of the total capital or total credieexted by a bank. Although each loan in a conceantrahay be of
sound quality, concentration risks represent a risk present when the same loan amounts are extetode
borrowers that are not a part of a concentrati@anis concentrated in one borrower depend, to e @egree, upon
the financial capability and character of the indiixal borrower. Loans made to a group of relateddyeers can be
susceptible to financial problems experienced by @na few members of that group. Loans made tmb@rs that
are part of the same or related industries or gt@anm be all adversely impacted with respect tw #iglity to repay
some or all their obligations when adverse conadgi@revail in the broader economy or even withist jthe
respective industries or groups.

At September 30, 2009, CIB Marine had certain cotragions of credit risk, which are described inredetail
in the “Credit Concentrations” section in Parttérh 7 of this Form 10-Q.

CIB Marine’s profitability is dependent upon its ability to manage net interestincome.

CIB Marine’s primary source of income is net insrincome, which is the difference between therase
income earned on interest-earnings assets (corgsistimarily of loans and securities) and the ieséexpense paid
on interest-bearing liabilities (consisting printarof deposits and other borrowings). The levelnet interest
income is a function of the average balance ofrésteearning assets, the average balance of ittezasng
liabilities, and the spread between the yield oohsassets and the cost of such liabilities. Thestofs are
influenced by the Bank’s ability to attract loansdacore deposits and the pricing and mix of thes# ether
interest-earning assets and interest-bearing iligsilwhich, in turn, are impacted by such exteffaators as the
local economy, competition for loans and depositsnetary policy, and market interest rates.

The level of net interest income is influenced byvements in such rates of interest, and the paadiah such
movements occur. If the interest rates on intevesting liabilities increase at a faster pace tharinterest rates on
interest-earning assets, the result could be ectieduin net interest income and with it, a redoetin earnings. CIB
Marine’s net interest income and earnings wouldibre@larly impacted if the interest rates on intéresrning assets
decline more quickly than the interest rates oariggt-bearing liabilities. In addition, such changeinterest rates
could have an effect on the ability to originatarie and attract and retain deposits; the fair vafdfimancial assets
and liabilities; and the average life of loan ardwities portfolios.

CIB Marine is subject to credit risk.

CIB Marine is exposed to the risk that third partileat owe the Bank money, securities, or othestassill not
repay their obligations. Credit risk arises anytithe Bank commits, invests or otherwise extendsigutmrough
contractual agreements, whether reflected on othefbbalance sheet. These parties may defaulteandhligations
due to bankruptcy, lack of liquidity, operationall@ire or other reasons.

CIB Marine’s credit risk is concentrated in the Ranloan portfolios. Credit risk is affected by ariety of
factors including credit-worthiness of the borrowtire sufficiency of underlying collateral, the erdeability of
third-party guarantees, changing economic and tnggsnditions and concentrations of credit by ldogme, terms
or geographic area, changes in the financial cmmddf the borrower or other party, and by credid anderwriting
policies.

CIB Marine has established an allowance for loassds which represents management’'s best estimate of
probable losses inherent in the Bank’s loan padforhe determination of the appropriate level ted tllowance
involves a high degree of subjectivity. If CIB Magls assumptions and judgments are incorrect)ldsance may
not be sufficient and additional provisions mayaé&e be made. In addition, bank regulatory ageng@&#odically
review the adequacy of the allowance and may requirincrease in the allowance or loan charge-bféseases in
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the allowance or charge-offs could have a matedakrse effect on CIB Marine’s financial conditiamd results of
operations.

The current economic environment poses significarthallenges to CIB Marine’s efforts to execute itsapital
plan.

CIB Marine is operating in a difficult and uncertaéconomic environment which makes a quick retorn t
profitability unlikely. This will continue to put nessure on already declining capital ratios at GABrine. In
addition to the deteriorating credit quality duethie economic downturn, troubled worldwide credérkets and the
specific contraction of the U.S. housing marketalkhhave been reflected in higher provision for I¢@sses and
loan charge-offs, these same trends may also salisation changes and losses in other balance gbeet, most
notably the investment portfolio. During future joeis, as the full effects of the economic condsgicon CIB
Marine’s investment portfolio are determined, ClBafihe may experience OTTI write downs in its inwesht
portfolio which would further reduce the level afpital. The aggregate of loan and securities lossakl result in
CIB Marine or the Bank being considered undercépéd. Being undercapitalized from a regulatorynsizoint
would likely result in additional restrictions bgimplaced on CIB Marine, further restricting its lapito meet its
obligations as they come due. As of September 809 2and as of the date of this Form 10-Q, CIB Marin
continued to be subject to the Agreement it enténéal with the Reserve Bank in the second quarfe2094.
Failure to comply with the Agreement could haveaterial adverse effect on CIB Marine and its openat

CIB Marine’s accounting policies and methods are dtical to how it reports its financial condition and results
of operations and require management to make estinbas about matters that are uncertain.

Accounting policies and methods are fundamentahdw CIB Marine records and reports the financial
condition and results of operations. Managementt rexsrcise judgment in selecting and applying mahthese
accounting policies and methods so they comply Gi##AP in the U.S.

Management has identified certain accounting pedicas being critical because they require manag&men
judgment to ascertain the valuations of assetsilitias, commitments and contingencies. A varietyactors could
affect the ultimate value that is obtained eithéiew earning income, recognizing an expense, reicmyven asset,
or reducing a liability. CIB Marine has establishéetailed policies and control procedures thatiarended to
ensure these critical accounting estimates andnjedgs are well controlled and applied consisterdtiyaddition,
the policies and procedures are intended to enthatethe process for changing methodologies ocouran
appropriate manner. Because of the uncertaintpsnding CIB Marine’s judgments and the estimatetapeng to
these matters, CIB Marine cannot guarantee thaillinot be required to adjust accounting policesrestate prior
period financial statements. See the “Critical Aatting Policies” in the Management’s Discussion &malysis
Section and Item 8, Note 1-Summary of Significantdunting Policies, in Part 1l of the 2008 FormHK.0-

Changes in accounting standards could adversely &fft CIB Marine’s reported financial results.

The bodies that set accounting standards for pudimpanies, including the FASB, the SEC and others,
periodically change or revise existing interpretasi of the accounting and reporting standardsgbegrn the way
that CIB Marine reports its financial condition arebults of operations. These changes can be uiffic predict
and can materially impact CIB Marine’s reportedafigial results. In some cases, CIB Marine couldepgired to
apply a new or revised accounting standard, or & oe revised interpretation of an accounting stadda
retroactively, which could have a negative impattreported results or result in the restatemer€I& Marine’s
financial statements for prior periods.

CIB Marine’s disclosure controls and procedures mayot prevent or detect all errors or acts of fraud.

CIB Marine’s disclosure controls and proceduresdmsigned to reasonably assure that informationited, to
be disclosed in reports filed or submitted undee tBxchange Act is accumulated and communicated to
management, and recorded, processed, summarizédeparted within the time periods specified in BEC’s
rules and forms. CIB Marine believes that any disate controls and procedures or internal contesid
procedures, no matter how well conceived and opératan provide only reasonable, not absolute raisse that
the objectives of the control system are met.

63



CIBM 10Q for Q3 2009 Draft 5 11/13/2009 2:24 PM

These inherent limitations include the realitiestfudgments in decision-making can be faulty, #itgrnative
reasoned judgments can be drawn, or that breakdomm®ccur because of simple error or mistake. Wafdilly,
controls can be circumvented by the individual aftsome persons, by collusion of two or more peapl by an
unauthorized override of the controls. Accordinghgcause of the inherent limitations in CIB Marse&ontrol
system, misstatements due to error or fraud mayraaed not be detected.

Significant legal actions could subject CIB Marineto substantial uninsured liabilities.

CIB Marine is from time to time subject to claimalated to its operations. These claims and legabres;
including supervisory actions by regulators, coirdolve large monetary claims and significant dstercosts.
Substantial legal liability or significant regulayoaction against CIB Marine could have materialeade financial
effects or cause significant reputational harmttevhich in turn, could seriously harm its businpssspects. CIB
Marine may be exposed to substantial uninsureditiab, which could affect its results of operatgoand financial
condition.

In the normal course of business, CIB Marine igexthto various legal proceedings and claims. Adicaly,
although CIB Marine believes it has made adequetgigions for all current and threatened legal diep, CIB
Marine may, in the future become involved in ledaputes arising from its relationships with itastholders,
business partners and creditors, or from othercesurSuch legal disputes could result in largdeseénts and/or
judgments which could materially impair CIB Marigefinancial condition. In addition, the defense saich
proceedings could result in significant expense e diversion of management’s time and attentimmfthe
operation of the business, which could impede Cl&ikk’s ability to achieve its business objectiv@ame or all
of the amount CIB Marine may be required to pagefend or to satisfy a judgment or settlement of @nall of
these proceedings may not be covered by insurance.

CIB Marine is dependent upon key personnel.

Management believes that CIB Marine’s and the Bauskiccess will be greatly influenced by the coritigu
ability to retain the services of its existing mgement team. The unexpected loss of the servic€3BMarine’s
or the Bank’s key management personnel or thelibatn recruit and retain qualified personnel iretfuture, could
have an adverse effect on CIB Marine’s and the Bambksiness and financial results.

CIB Marine may be subjected to negative publicity hat may adversely affect its business, financial adition,
liquidity and results of operation.

CIB Marine has recently been the subject of neysnts discussing its financial situation and magtouie to
be subject to negative publicity as the press dhdrs speculate about whether CIB Marine will bke &b continue
as a going concern. These reports may have a wegatpact on its business. The negative publiaiyld result in
a loss of deposit customers and their related bakmnd reduced opportunity for new deposit custeraeen
though the subsidiary bank is member FDIC andefsodit customers are provided FDIC insurance upedimits.
In addition, CIB Marine’s service providers mayreductant to commit to contracts with the Companylo so on
less favorable terms. Even if CIB Marine is ablémprove its financial condition, there may be éonéd negative
publicity and speculation about its future.
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ITEM 3. DEFAULTS ON SENIOR SECURITIES

On April 30, 2009, CIB Marine defaulted on all @ iTruPS which are now pre-petition debt obligadion
including principal and accrued interest. The aggte amount of liabilities subject to compromisedafault is
approximately $107.2 million.

ITEM 6. EXHIBITS

Exhibit 10.1-Second Amendment to Services Agreerbgrand between CIB Marine and Edwin J. Depenbrok
dated January 7, 2008.

Exhibit 31.1-Certification of John P. Hickey, JEhief Executive Officer, under Rule 13a-14(a)/13&).
Exhibit 31.2-Certification of Edwin J. Depenbrolhi€f Financial Officer, under Rule 13a-14(a)/15d&)4

Exhibit 32.1-Certification of John P. Hickey, JEhief Executive Officer, pursuant to 18 U.S.C. 8ettl350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002.

Exhibit 32.2-Certification of Edwin J. Depenbrokhi€f Financial Officer, pursuant to 18 U.S.C. Sewtil350,
as adopted pursuant to Section 906 of the Sarb@rkes-Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to
be signed on its behalf by the undersigned thecedmly authorized.

CIB MARINE BANCSHARES, INC.
(Registrant)

Date: November 13, 2009 By: /s/ EDWIN J. DEPENBROK
Edwin J. Depenbrok
Chief Financial Officer
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EXHIBIT 31.1
CERTIFICATION
I, John P. Hickey, Jr., Chief Executive Officer@B Marine Bancshares, Inc., certify that:
1. I have reviewed this quarterly report on FormQ.0f CIB Marine Bancshares, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmittate a
material fact necessary to make the statements ,madight of the circumstances under which such
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statemeants, other financial information included in thisport,
fairly present in all material respects the finahaiondition, results of operations and cash flamfighe
registrant as of, and for, the periods presentelignreport;

4. The registrant’s other certifying officer(s) ahdre responsible for establishing and maintairdisglosure
controls and procedures (as defined in ExchangeRaitds 13a-15(e) and 15d-15(e)) and internal cbotrer
financial reporting (as defined in Exchange Acté®ul3a-15(f) and 15d-15(f) for the registrant aadeh

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores
designed under our supervision, to ensure thatriabhteformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to us there within those entities, particularly duringeth
period in which this report is being prepared;

b) Designed such internal control over financigbarting, or caused such internal control over fah
reporting to be designed under our supervisioprteide reasonable assurance regarding the retjabil
financial reporting and the preparation of finahattements for external purposes in accordantie wi
generally accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentehlisn
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tHeoén
the period covered by this report based on suchuatiran; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtiat occurred
during the registrant’s most recent fiscal quaftee registrant’s fourth fiscal quarter in the cafean
annual report) that has materially affected, oreiasonably likely to materially affect, the regsir's
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) ahdave disclosed, based on our most recent evafuatf
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdgestrant’s
board of directors (or persons performing the egjeivt functions):

a) All significant deficiencies and material weakses in the design or operation of internal cornbrar
financial reporting which are reasonably likelyadversely affect the registrant’s ability to reggethbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invadweaanagement or other employees who have a signtfic
role in the registrant’s internal control over firtéal reporting.

Date: November 13, 2009 By:/s/ John P. Hickey, Jr.
John P. Hickey, Jr.
Chairman of the Board of Directors
President and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATION
I, Edwin J. Depenbrok, Chief Financial Officer,@fB Marine Bancshares, Inc., certify that:
1. I have reviewed this quarterly report on FormQ.6f CIB Marine Bancshares, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or dmittate a
material fact necessary to make the statements ,madight of the circumstances under which such
statements were made, not misleading with respetietperiod covered by this report;

3. Based on my knowledge, the financial statemeants, other financial information included in thisport,
fairly present in all material respects the finahaondition, results of operations and cash flafighe
registrant as of, and for, the periods presentedisnreport;

4. The registrant’s other certifying officer(s) ahdre responsible for establishing and maintairdisglosure
controls and procedures (as defined in ExchangerAits 13a-15(e) and 15d-15(e)) and internal cbotrer
financial reporting (as defined in Exchange Actddul3a-15(f) and 15d-15(f) for the registrant aadeh

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores
designed under our supervision, to ensure thatriabhteformation relating to the registrant, inciog its
consolidated subsidiaries, is made known to us there within those entities, particularly duringeth
period in which this report is being prepared;

b) Designed such internal control over financigbaming, or caused such internal control over fah
reporting to be designed under our supervisioprteide reasonable assurance regarding the rétjabfl
financial reporting and the preparation of finahattements for external purposes in accordantie wi
generally accepted accounting principles;

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentehlisn
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tHeoén
the period covered by this report based on suchuatiran; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred
during the registrant’s most recent fiscal quaftee registrant’s fourth fiscal quarter in the casean
annual report) that has materially affected, oreiasonably likely to materially affect, the regisir's
internal control over financial reporting; and

5. The registrant’s other certifying officer(s) ahdave disclosed, based on our most recent evafuatf
internal control over financial reporting, to thegistrant’s auditors and the audit committee ofrdggstrant’s
board of directors (or persons performing the egjeivt functions):

a) All significant deficiencies and material weakses in the design or operation of internal cornbrar
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to reggutbcess,
summarize and report financial information; and

b) Any fraud, whether or not material, that invdvw@anagement or other employees who have a signific
role in the registrant’s internal control over fireéal reporting.

Date: November 13, 2009 By:/s/ Edwin J. Depenbrok
Edwin J. Depenbrok
Chief Financial Officer
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EXHIBIT 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002

In connection with the Quarterly Report of CIB M&iBancshares, Inc. (the “Company”) on Form 10-Qtlie
period ending September 30, 2009 as filed withSkeurities and Exchange Commission on the dateohéte
“Report”), I, John P. Hickey, Jr. as Chief Execeti®fficer of the Company, hereby certify pursuani8 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&darbanes-Oxley Act of 2002, to my knowledgs:th

(1) The Report fully complies with the requiremenfssection 13(a) or 15(d) of the Securities Exgect of
1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and result
of operations of the Company.

Date: November 13, 2009 By:/s/ John P. Hickey, Jr.
John P. Hickey, Jr.
Chairman of the Board of Directors
President and Chief Executive Officer
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EXHIBIT 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002

In connection with the Quarterly Report of CIB M&iBancshares, Inc. (the “Company”) on Form 10-Qtlie
period ending September 30, 2009 as filed withSkeurities and Exchange Commission on the dateohéte
“Report”), |, Edwin J. Depenbrok, as Chief Finah¢xficer of the Company, hereby certify, pursutmti8 U.S.C.
Section 1350, as adopted pursuant to Section 9€¢&dBarbanes-Oxley Act of 2002, to my knowledgs:th

(1) The Report fully complies with the requiremenfssection 13(a) or 15(d) of the Securities Exgwct of
1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and result
of operations of the Company.

Date: November 13, 2009 By:/s/ Edwin J. Depenbrok
Edwin J. Depenbrok
Chief Financial Officer
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